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The g r o w t h  and d e v e l o p m e n t  o f  the  T h i r d  W o r l d  i s  
e f f e c t i v e l y  i mpeded by  the  c o n s t r i c t i n g  c o n s e q u e n c e s  o f  i t s  
f o r e i g n  d e b t .  W h i l e  the  b u r d e n  o f  d e b t  s e r v i c i n g  d o e s  n o t  
c o n s t i t u t e  a l l  o f  the  d e v e l o p m e n t  c o n c e r n s  o f  the  T h i r d  
W o r l d ,  t he  p e r v a s i v e  n a t u r e  o f  the  p r o b l e m  i m p r e s s e s  on mos t  
a l l  o t h e r s  and  t h e r e f o r e  m e r i t s  t h a t  the  d e v e l o p i n g  w o r l d  
t a k e  on the  t a s K  o f  d e f i n i n g  an e x p l i c i t  d e b t  p o l i c y  t o  se  t 
t he  p a r a m e t e r s  wi t h i n  whi  c h e c onom i c gr  owt  h an d de v e 1opmen t 
become p o s s i b l e .  A t  the  same t i rr ie,  a n y  p r o p o s a l  a i m e d  a t  
p r  o v i d i n q l a s t i n g  s o l u t i o n s  to  the  T h i r d  W o r I d  d e b t  c r i s i s  
must  be i n f o r m e d  by  an u n d e r s t a n d i n g  t h a t  the  d e v e l o p e d  
m a r k e t  e c onomi e s mus t  r e l e a s e  t h e i r  e f f e c t i v e  c o n t  r  o 1 ov e r 
the  Th i r d  W o r 1d and  al  1ow genu i  ne g r o w t h  and d e v e l o p m e n t  t o  
t a ke  p l a c e .
The c o m b i n e d  e f f e c t  o f  the  i m p o s i t i o n  o f  c o n t r a c t i o n a r y  
pol  i c ' upon the  d e b t o r  c o u n t r i e s  by  the  i n t e r n a t i o n a l
T h i s  paper  was w r i t t e n  w i t h  a s s i s t a n c e  f rom the Forum f o r  
D e b t a. n d D e v e 1 o p< men t (. F ON DA D .■ ■ F ON DA D i -■ an i nte r  
n a t i o n a  1 program i n i t i a t e d  by the Dutch d e v e 1opmen t NGOs 
I n t e r c h u r c h  Coord  i na t  ing Comm i 11ee on De v e 1opment 
P o r i e c t s  ( I C CO )  and the N e t h e r l a n d s  O r g a n i s a t i o n  f o r  
I n t e r n a t i o n a l  De v el  opme n t Coop e r  a t  i on ( NOV I B ) in 
c on ..i u n c t i on w i t h t h e i r  T h i r d  Wor I d  coun t e r p a r  t -• •
f i n an c i n g i ns t ¡ t u t i on s and the de f  1 a t i on a r  >- p o l i c i e s  pu rsued  
by t h e de v e 1 op e d marke t e c onomi e s h ave c aused  u n t o ! d  
s u f f e r  i n y in the de v e 1 op i n g wor I d .  I n d e e d ,  even a c u r s or  y 
i nsp ec t i on of  the r e ce n  t h i s t o r ¡ e s  of  the d e b t - r  idden 
c o u n t r i e s  r e v e a  1s t h a t as  e x t e r n a l  debt  l e v e l s  r e l a t i v e  to 
g r o s s  dom es t i c  p r o d u c t s  and per  c a p i t a  incomes s t a r t e d  to 
e s c a l a t e ,  the s t a n d a r d s  of  l i v i n g  f o r  the g r e a t e r  m a j o r i t y  
of  those  1 i v i n g  in t he se  c o u n t r i e s  have f a l l e n .  The 
rep or t ed  1 e v e 1 s of  u n emp 1 oyrne n t h a v e gone up;  the e f  f  e c t i v e 
r a t e s  of  under employment  have 1 i k ' ewise  i n c r e a s e d ;  and the 
r e a l  per  c a p i t a  i n c ome s have f a l l e n .  M o r e o v e r ,  the s t i f f  
p r o t e c t i o n i s t  pol  i c i e s  adopt ed  by the d e v e l o p e d  c o u n t r i e s  
have not  o n l y  r e d u ce d  the demand f o r  T h i r d  W o r l d  commodi ty  
e x p o r t s  but  have a l s o  a l l o w e d  f o r  the co n co mm i t t a n t  drop in 
the p r i c e s  of  t he se  commodi ty  e x p o r t s  r e l a t i v e  to the 
i n d u s t r i a l  m a n u f a c t u r e s  o f  the d e v e l o p e d  ma rke t  e conomies  in 
the i n t e r n a t i o n a l  m a r k e t .  T h i s  ha s  i nduced  a h e i g h t e n e d  
dependence  of  the T h i r d  W o r l d  on f o r e i g n  b o r r o w i n g  f o r  t h e i r  
i m p o r t  r e q u  i r e m e n t s .
The i n c r e a s e d  a v a i l a b i  1 i t y  of  f u nd s  f o r  l e n d i n g  in 
o f f s h  ore  bank s f  o 1 1owi ng the o i l  p r i c e  h i k  e s o f  the e a r  1 y 
and 1 a t e  1970s p r ov i ded the T h i r d  W o r 1d c o u n t r i e s  w i t h  
immediate  r e l  i e f  f rom the domes t i c  p r e s s u r e s  of  b a l a n c e  of  
payments  d e f i c i t s .  Hi n ds i  gh t now r e v e a 1s t h a t  many of  the 
l o a n s  i s s u e d  by the t r a n s n a t i o n a l  banks  to  the d e v e l o p i n g  
w o r 1d wer e und i s c r  i m i na t  i ng i n c h a r a c t e r , f a i l i n g  a thorough 
e x am i n a t i c n o f  the d e b to r  c o u n t r i e s ' '  r e a l  c a p a c i t i e s  t o p a y .
At  b e s t ,  much of  the debt  was c o n t r a c t e d  by the d e v e l o p i n g
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wor 1 d when the banks  ' a pacta.  I: i o n o f  tha growth of  T h i r d  
o r i d  t r a d e  f a.r ex ceeded  what  has  m a t e r i a l i z e d  or- what  i s 
n ow a p p a r e n t . D om e s  t i c e c o n on i i c mi sm a n a ge me n t b y c o r r u p t 
governmen ts  in many of  the de b to r  c o u n t r i e s  - r a n g i n g  f rom 
v a. r y i n q d e g r e e s  of  i n s t i t u t i  t ona l  i z ed  p a t r o n a g e  to the 
i n o r d i n a t e  emphas i s  g i v e n  to u n p r o d u c t i v e  i n f r a s t r u c t u r e  and 
i n d u s t r i a l  urider tak i ngs - f u r t h e r  e r oded  t h e i r  c a p a b i l i t i e s  
to make good on t he se  f o r e  i gn 1 o an s ,  t hus  exacerba . t i ng the 
need f  or cont  i rue  d t<or r ow i n gs .
In the c o n t e x t  of  the v a r i a b l e  i n t e r e s t  r a t e s  on the
l o a n s  i s s u e d  to the d e v e l o p i n g  w o r l d  in the l ? 7 0 s  and w e l l
i n t o  the 1980s,  the r e s u l t  has  been an e f f e c t i v e  net  
t r a n s f e r  of  r e s o u r c e s  f rom the i n d e b t e d  c o u n t r i e s  to the 
c r e d i t o r  c o u n t r i e s .  The l e v e l  of  deb t  s e r v i c i n g  by the 
T h i r d  W o r l d  now s t a n d s  a t  more than US$100 b i l l  ion y e a r l y ,  
of  wh i ch  about  h a l f  i s  f o r  i n t e r e s t  payments  a l o n e .  The 
Thi  r d Wor I d  c o u n t r i e s  a r e  c 1 e a r  1 y f u r t h e r  d i s adv  anage d by 
t h e p r ev a i l i n g  s t r  uc t u r e  s of  i n t e r n a t i o n a l  c ommod i t y t r a de  
t h a t  p e r m i t  the r e a l i z a t i o n  by the d e v e l o p e d  marke t  
e conomies  of  l a r g e  p r o f i  t m a r g i n s  on t h e i r  m a n u f a c tu r e d  
e x p or-1 s an d a 1 1 ow t h em f u r  the r sav  i n gs f r om the d i sc ou n t e d 
r a t es  a t w h i c h c ommodi t y e x p o r t  s f rom the de v e I  op i ng wor 1 d 
can be p u r c h a s e d .  And a s  i f  t h i s  voere not  a l r e a d y  
s u f f  i c i e nt  , c a p i t a l  f l i g h t  f  r om the de v e 1 op i n g c ou n t r  i es  has  
a l s o  c o n t r i b u t e d  i o the ne t  t r a n s f e r  of  r e s o u r c e s  f rom the 
d e b t o r s  to  the c r e d i t o r s .
T h r o u g h o u t a l l  th i s ,  t h e r e  can be no ques t  i on as  to who
p a y s  the p r i c e  of  deb t- dep enden t  economi c pol  i c i e s  in the
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de e 1 op ¡ ng wor 1 d . As  t he de b t or  c cu n t r y gove rrime n t s 
¡ mp, 1 eme n t the i mp ose c J c on t r a  c t i on 3.r y p o 1 ¡ c i e s a t  ten dan t to 
t h e i r  -foreign exchange  obi  i ga t  i o n s ,  the poor  have l i t t l e  
op t i on bu t to  su-f -f e r  the co ns e qu e n ce s  o f  u 11emp 1 oyrnen t , 
unde r emp loymen t ,  dec !  i n e s  in r e a l  per cap i  ta. i n c one s , h i g h e r  
p r i c e s  of  b a s i c  commodi t i e s  and the c u t b a c k s  in the d e l i v e r y  
of  bas  i c s o c i a 1 s e r  v i c e s ,
Th i j- paper  spec  i f  i c a l  1 y a d d r e s s e s  i t s e l  f to  the 
P h i l i p p i n e  f o r e i g n  deb t  p rob l em ,  i t s  p l a c e  in the w i d e r  
conce rn  of  the T h i r d  W o r l d  debt  c r i s i s  and the o p t i o n s  b e i n g  
c o n s i d e r e d  t owa r ds  the r e s o l u t i o n  of  t h i s  p rob l em .  I t  s h a l l  
beg i n wi t h an a n a l y s i s  o f  the c u r r e n t  P h i l i p p i n e  debt  
s i t u a t i  on w i t h i n  the c on t e x t  of  the soc i o-e con omi c and 
pol i t i c a l  condi  t i ons p r e v a i  l i n g  in the c o u n t r y  t oda y ,  wh i 1 e 
a t  the same t ime g i v i n g  emphas i s  t o  the p r i m a r y  
c on s i de r a t  i ons and h i s t  or  i c a l  f ac t or  s t h a t  have g i v e n  r i s e  
to the p r e s e n t  s i t u a t i o n .  I t  s h a l l  then p ro ce e d  to a 
d i sc u ss  i on an d ana 1 y s i s of  the d i f f e r e n t  pos i t i ons van i  ou s 
g roups  in the c o u n t r y  have taken v i s - a - v i s  the i s sue  of  
f o r e i g n  d e b t .  F o l l o w i n g  t h i s ,  the pape r  s h a l l  c o n s i d e r  the 
v ar  i ou s a 1 t e r n  a. t i v e deb t  p o 1 i c i e s p r e se n 11 y c on s i dere  d as 
p o s s i b i 1 i t i e s  t h a t  the Phi  1 i p p i n e s  may p u r s u e .  From among 
these  a l t e r n a t i v e s ,  the paper  s h a l l  go i n t o  a d i s c u s s i o n  of  
an al  t e r n  a t  i ve deve l  opment model t h a t  wi 11 a l l  ow f o r  genu i ne 
growth and deve l opmen t  to take p l a c e .  The paper  w i l l  end 
w i t h  a s e c t i o n  s i t u a t i n g  the P h i l  i pp i ne  debt  p rob l em in the 
c o n t e x t  of  the s e a r c h  f o r  an European  debt  pol  i c y .
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The Ph i i i ppi  ne Deb I S i t u a t i oi'i
The Ph i 1 i pp i ne ecoriorri ¡ c c r  i s i s of  the 1 980s was 1 a.rge 1 y 
c o n d i t i c n e c! b >•' the q u a 1 i t  a. t i v e change i ri the c h a r a c t e r  o f 
the cDUn t r y ' s t 'ore ¡ gn debt  prob 1 em . Debt  s e r v  ¡ ce as  a 
p e r c e n t a g e  o-f m e r c h a n d i s e  e x p o r t s  sho t  up f rom 37 .9  p e r c e n t  
in 1981 to 8 1 p e r c e n t  by 1987. The combined  p r e s s u r e s  of  
the s l o w ,  even r e g r e s s i v e  growth o f  the c o u n t r y ' s  ex p o r t  
sec t o r  , the s ea l  i ng down o f  new cr-fdi t f  ac ¡1 ¡ t i e s  aya  i 1 abl  e 
to the c ount  r y , a s  we 1 1 as  the i n c r e a s e s in i n t e  r e s t  r a t es  
on f o r e i g n  b o r r o w i n g s  to  h i gh  d o u b l e —d i g i t  l e v e l s  have 
e f f e c t  i v e 1 y c aus ed  what  had been d eb t- d r  i ven econom i c growth 
f rom the mid-1980s  to c rumb l e  1 ike  a house o f  c a r d s ,  g i v i n g  
r i s e  to  what  has  been the most s e r i o u s  economi c  c r i s i s  the 
c o u n t r y  has  e ve r  f a c e d .  In  t h i s  c o n t e x t ,  the changes  in the 
n a t u r e  of  the c o u n t r y ' s  f o r e i g n  debt  o ve r  t ime become 
im po r t an t  t o un d e r s t  a ndi ng the p r e s e n t  e c onom i c c r i s i s ;  and 
a t  the same t im e ,  economi c  growth and deve lopmen t  c annot  be 
ach i e ved o u t s i d e  the pu rsu  i t o f  a. so 1 u t i on to the coun t r  y / s 
debt  p rob l em .
In 1965, the c ou n t r y ' s f o r e i g n  debt  f e l l  a l i t t l e  sh o r t 
of  US$000 m i l l  i on , or  abou t $19 per  cap i t a  . By  1 9.-0 , the 
f  i gu r e s  ha.d more than t r e b l e d  to $2 ,297  m i l l i o n  and a round  
$63,  re  sp e c t i  v e 1y . 0ve r the next  f i v e  y e a r s ,  the 1e v el  of
f o r e i g n  debt  a g a i n  more than doub l ed  to $4 ,939  m i l l  i on ,  or 
about  $118 per  c a p i t a .  The doubl  ing and r e d o u b l ¡ n g  of  the 
l e v e l  of  the c o u n t r y ' s  f o r e i g n  debt  c o n t i n u e d  un aba t ed  o ve r  
the y e a r s  so t h a t  by 1980, i t  had r e a c h e d  $17 ,252  m i l l  ion or 
$ 3 5 9  per  c a p i t a .  The l e v e l  of  f o r e i g n  debt  r e c e n t l y
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repor  ted f o r  1987 s t o od  a t  $28,560 m i l l  i on .  Fo r  the same 
y e a r ,  the per  c a p i t a  debt  burden was computed a t  $502 - t h i s  
in a c o u n t r y  where  the annua l  g r o s s  n a t i o n a l  p ro d u c t  per  
cap i  t a  i s  on 1y $50 0.
Over  the same p e r i o d  f rom 1965 to  the p r e s e n t ,  the 
growth of  the p u b l i c  s e c t o r  debt  has  be- i even more 
p r e c i p i t a t e .  In 1965, pu b 1 ic  sec  t or  b o r r  ow i n g accoun t e d f  or  
60 p e r c e n t  of  the c o u n t r y ' s  t o t a l  f o r e i g n  exchange  
obi i g a t  i o n s .  By 1970, howe ve r ,  the f i g u r e  had gone down to 
50 p e r c e n t .  Over  the next  decade u n t i l  1980, the l e v e l  of  
p u b 1 i c b o r r ow i n g s a c c o u n t e d  f  o r 5 0 to  55 p e r c e n t  of  t hi e 
c o u n t r y ' s  e x t e r n a l  d e b t .  On 17 O c to be r  1933, the Ma rcos  
government  made f o rma l  i t s  r e q u e s t  f o r  a m o r a to r i u m  on i t s  
debt  r e pa ym en t s  to f o r e  i gn c r e d i t o r s .  By  t h i s  t i me , p u b l i c  
s e c t o r  b o r r o w i n g  a c c o u n t e d  f o r  68 .3  p e r c e n t  of  t o t a l  l o a n s .
As the c o u n t r y ' s  f o r e i g n  debt  c o n t i n u e d  to bal  l o o n ,  so too 
d i d  the p e r c e n t a g e  of  p u b l i c  s e c t o r  d e b t s .  In 1985, public 
s e c t  o r bo r r owi n g a c c ou n t e d f o r  73 p e r c e n t  of  t o t a l  l o a n s ;  
and by 1987, the f i g u r e  had gone up to 77 p e r c e n t .
T h e s h i f t away f  r om yuve rnme n t a l  and i n t e r n a t i o n a l  
f i n anc i ng age n c y t o c omrrier e i a I bank 1 ende r  s has  no t on 1 y 
s h o r t e n e d  the ma t u r  i t y  p e r i o d s  o f  many of  the c o u n t r y ' s  l oan  
t r a n s a c  t i ons but  has  a 1 so acc  oun t e d f o r  t h e sh arp  i n c r e a s e s  
in the a ve r a g e  i n t e r e s t  ra. tes- on thes-e loans-. C o n s e q u e n t l y ,  
the debt  s e r v i c e  burden has- d r a m a t i c a l l y  i n c r e a s e d  f rom 
about  $60 m i l l  ion in 1965 to about  $ 2 . 7  b i l l  ion f o r  1988, of  
wh i ch  $2 .3  b i l  ion i s  e a rmarked  f o r  i n t e r e s t  payments  a l o n e .  
E s t i m a t e s  of  both the W o r l d  Bank and the N a t i o n a l  Economic
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De e 1 op roen t Au t h or  ¡ t y of  the c ou r1 1 r y ' s an n u al  debt  se r  v i c e  
bu rdens  f o r  the p e r i o d  1987-92 I s  o f  the o r d e r  of  £3-4 
b i l l  i on .
Qu i te p l a i n l y ,  t h roug hou t  the y e a r s , the P h i 1 i p p i n e s 
ha s f a l l e n  s 1ow1y but  e f f e c t i v e 1y and d e e p ! y i n to a debt  
q u a qm i r e .  L i k e  o t h e r  de v e 1 op ing  c o u n t r i e s  s i m i l a r l y  p l a c e d ,  
the r e a s o n s  b eh in d  the debt  e ns l a v e m e n t  o f  the c o u n t r y ' s  
economy a r e  mu 1t i p 1e . And a c 1o s e r  i n s p e c t  i on of  t hese  
p r i mar y c on s i der  a t ion s t h a t  h av e g i ven r i s e  to  t h i s  
d e b t —dependence  w i 11 r e v e a l  t h a t  a s u b s t a n t ¡ a l  number of  
f  a c t  or  s h ave  s i m i l a r l y  a f f e c t e d  not  o n l y  the Phi  1 i p i n e 
economy but  many o t h e r  d e b t —r i d d e n  e conomies  t h roughou t  the 
d e v e 1 op i ng w o r 1d .
T r a c  i nq the r oo t s of  de b t-de p e n de n c e . Of p r i m a r y  
impo r t ance  to  u n d e r s t a n d i n g  the c o u n t r y ' s  deb t  p rob l em i s  
the c o n s i d e r a t i o n  t h a t  the P h i l i p p i n e s "  e x t e r n a l  b a l a n c e  
pos i  t i on has  h i s t o r i c a l  1y been s h a k y ,  hav i ng r e l i e d  as  i t 
had on a g r i c u l t u r a l  commodi ty  t r a d e  in p r e f e r e n t i a l  m a r k e t s  
such as  the U n i t e d  S t a t e s  f o r  a s u b s t a n t i a l  p o r t i o n  o f  i t s  
f o r e i g n  exchnage  e a r n i n g s ,  and s i n c e  the 1970s,  on 
m a n u f a c t u r e d  e xpo r t  s su ch as  sem¡ c o n d u c t o r s  an d ga rmen ts  
t h a. t a r e  hi gh 1 y i mp or t -de p e n dent  an d of  1 ow v a 1 u e -added .
Th e c ou n t r y " s ba. 1 an c e of  p ayme n t s t h r ou gh ou t the ye a r  s 
s ¡ nee i n de p enden c e in 1946 has  been c h a r a c  t e r i  zed by c hr  oni  c 
c u r r e n t  accoun t d e f i c i t s .  P r  i o r  t o 1983, e x t reme econom i c 
d i f f  i cul  t i es  were  e x p e r i e n c e d  in 1949 w i t h  the e x h a u s t ¡ on of  
the Liar Rehab i 1 i t a t  ion Fund and wh i c h  spawned what  i s  now
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c o n s i d e r e d  by many as  the " go ld en  age "  o-f impor t  
s u b s t ¡ tu t i on in the c o u n 1r y ; aya  in in 1962 when the 
i n p or  t -subs  t i t u t i on i n dus t r i a l  i z a t i on s t r a t egy  - f a i l ed  to 
r »' c t i f  y t h e de f  e c t s o-f the c ou n1 r y ' s *- c on urny , s i gn a l l  i n g i n 
what  has  beeorrie the coun t r y y s c o n t i n u i n g  r e  1 a t  i onsh i p wi th 
the I n t e r n a t i o n a l  M o n e t a r y  Fund;  and then a g a i n  in 1970 as  
a r e s u l  t of  mass i ve e l  ec t i on spend i ng by M a r c os  as- we 1 1 as 
h i s  i n ve s tm e n t  sp r e e  in the l a t e  1960s.  S i n c e  the 1970s,  
t he qovernme n t h as  i n c r e a s i n g 1y r e l i e d  on f o re  i gn b o r r  owi ngs 
to f i n  an c e t h e ba 1 an c e of  p ayme n t s d e f i c i t s ,  p a r t i c u l a r ! y  
f o 11ow i ng t h e o i 1 p r i c e  h i k e s  i n the e a r l y  a n d l a t e  1970s 
and as  the IMF-suppo r  ted  e x por  t - o r i  e n t e d  i n d u s t r i a l  i z a t  i on 
s t r a t e g y  f a i l e d  to g e n e r a t e  enough f o r e i g n  exchange  to pay 
f o r  the i n c r e a s i n g  i m p o r t s .
The e s c a l a t i  on of  the 1e v e l s  of  the c o u n t r y ' s  f o r e  i gn 
b o r r o w i n g s  was in l a r g e  measure  enhanced by the a v a i l a b i l  i t y  
of  h ug e amount s f o r  1 o a ns t o t he deve 1 o p i ng c o u n t r i e s f  r  om 
commerc ia l  banks  s i n c e  the 1970s.  The s h o r t e r  m a t u r i t i e s  as  
w e l l  as  the h i g h e r  and even v a r i a b l e  i n t e r e s t  r a t e s  on t he se  
commare i al  bank 1o an s ,  e s p e c i a l l y  dur  i ng the l a t e  1970s and 
e an 1y 19S0 s , acc  oun t f  or  n o sma11 measure  of  the c o u n t r  y ' s 
p r e s e n t  f o r e i g n  e x c h ange o b 1 i g a t  i o n s .
The w o r l d  d e p r e s s i o n  of  1930-32 and the unbroken c r i s i s  
i n 1ender  c o n f i  denee wi th r e s p e c t  to  a l 1 but  a few 
d e v e l o p i n g  c o u n t r y bo r r owe r s ha ve a l s o  s i g n i f i c a n t !  y 
c o n t r i b u t e d  to the u naba ted  n e g a t ¡ v e grow th i n the c ou n t r  y ' s 
t r ade  d e f i c i t s .  At  the same t ima t h a t  h e i g h t e n e d  
pro tec  t i on i s t  p o l i c i e s  i n the West  have  made ¡ t more
d i f f i c u l t  f o r  T h i r '1 W o r 1 d e x p o r t s in g e n e r a l  to  pene t r a t e 
the d e v e l o p e d  ma rke t  e conomie s ,  t h e r e  has  a l s o  been a d r y i n g  
up o f  new moneys a va i  1 abl  e f o r  l e n d i n g  to the d e v e l o p i  ng 
won 1d .
The i n s  t i t u t i  on a 1 i z e d pa t ronage  so b 1 a t an 11y 
c h a r a c t e r  i s t i c  of  the Ma r c o s  reg ime  ha s , in r e t r o s p e c t ,  a l s o  
con t r  i bu ted h eav i 1 y to the s i g n i f  i can  t i n c r e a s e s of  the 
c o u n t r y ' s  f o r e i g n  d e b t .  Under  the M a r cos  r e g i m e ,  t h e r e  has  
been a mass i u e l e a k  age of  the f  u n ds bor  r owe d , an d where  
f u n ds  were  ac t u a l 1y dep 1 o y e d , ther  e have been hi  gh 1 eve 1s of  
i n e f f i c i e n c i e s  and was t a ge  . The es  t i ma t e s  of  f  urids 
a p p r o p r i a t e d  by M a r cos  and h i s  c r o n i e s  f o r  t h e i r  p u rp ose s  
add up to the $10 b i 1 1 ion r a ng e .  And the e s t i m a t e s  of  
cap i t a l  f 1 i ght  a r e  in the l e ague  o f  $12 b i 11 i on .  Many of  
the c r o n y  v e n t u r e s ,  even when not  c o r r u p t  were  unsound and 
t h e r e f o r e  c o n t r i b u t e d  to the i n e f f i c i e n t ,  i f  no t  a l t o g e t h e r  
w a s t e f u l  use of  the f o r e i g n  f u n d s .  O ther  c r o n y  v e n t u r e s ,  
w h i l e  s e e m i n g l y  sound,  were  h e a v i l y  r i d d e n  w i t h  c o r r u p t  
o v e r p r i c i n g ,  a c h i e v i n g  the same o v e r —a l 1 e f f e c t  w i t h  r e s p e c t  
to  the use of  the f o r e i g n  l o a n s .
W i t h o u t  the a d d i t i o n a l  d e b i l i t a t i n g  e f f e c t s  of  the 
e x t r eme f o r  rri s o f  i n s t i t u t i o n a l i z e d  p a t r  o n age under  the 
M a r c os  r e g i m e , i t i s  e s t i m a t e d  t h a t  the c o u n t r y ' s  e x t e r n a l  
debt  wou1d be 1ower by anywhere  between  $ i 0 and $14 b i l l  i o n , 
t h e debt  s e r v i  c - b urde  n w o u 1d be pr op o r t i o n a t e l y  1owe r , and 
the annua l  e x p o r t  e a r n i n g s  f o r  s e r v i c i n g  t h i s  debt  wou ld  be 
■ i g n i f  i can 11 y h i g h e r . I t  i s i mpor t an t to  no te  t h a t  w h i 1e 
•. t ; l.ul • i.mal ¡ zed  p a t r o n a g e  under  the M a r cos  r e g  i me was a t
9
i t s  most ex t r em e ,  i t  was not  c h a r a c t e r i s t i c  of  the Ma rcos  
government  a l o n e .  I t  wou ld  be more a p p r o p r i a t e  to  s a y  t h a t  
i n s t i t u t i o n a l i z e d  p a i r  ona 9 e has  been endemic i n t. he c oun t r y  
f o r  o ve r  40 y e a r s ,  p e r h a p s  even l o n g e r ,  a l b e i t  in l e s s  
ex t reme f o r m s .
O u t s i d e  i n s t i t u t i o n a 1 ¡ zed  p a t r o n a g e ,  t h e r e  a r e  o the r
f a c  t o r s  re  1 a t ¡ ng to  the domest  i t economi c management t ha t
have c ont  r i bu t e d to the gr  owt h of  the c o u n t r y " s f  ore  i gn
d e b t .  I n c r e a s e d  s t a t e  b o r r o w i n g  was  a l s o  c o n d i t i o n e d  by the 
r equ i  r erne n t s f or  b o o s t i n g  the c ou n t r y " s non — t r ad i t i on a 1
e x p o r t s , p a r  t i c u 1 a r 1 y i n ga rmen t s  and e 1 e c t r on i c s
components ,  as  we 1 1 as  f o r  en h a n c i n g  the M a r c o s —W o r l d  Bank
s t  r a t e  gy o f  i n f r a s t r u c  t u r e  e r e  a t  i o n . Wh i 1e the se need not
n e c e s s a r i l y  be c o n s i d e r e d  unsound,  the absence  o f  e f f e c t i v e
s t a t e  i n t e r v e n t i o n  to a t t a i n  f u l l  r e s o u r c e  mob i 1 i z a t i o n  and
a l l o c a t i o n  in the manner  a c h i e v e d  in Sou th  Ko r ea  and Ta iwan
some how und e rm ines  the r e l a t i v e  e f f i c i e n c i e s  to  whi c h the
use of  the f o r e i g n  l o a n s  have  been g e n e r a l l y  d i r e c t e d .
The 1983 c r i s i s . Not  s u r p r i s i n g 1y , the econom i c c r i s i s  
came in 1982-83,  and t i g h t e n e d  ove r  1984-85.  W h i l e  t h e r e  i s  
nu 1.'oub t as  1 1 ; the e f f e c t s  of  the wor 1 dw ¡de r e c e s s i o n  on t he 
c ou n t r y  " s economy , the 1 983 c r  i s i s as  f a r  as  the Ph ¡1 i pp ¡ nes  
was co n c e r n e d  r e l a t e d  more to the sudden changes  of  l e n d e r s "  
pe r c e  p t i on s a bou t s o v e r e i g n  debt  f o i l o w i  ng the 1982 Mex i can  
debt  c r  i s i  s . H o w e v e r , the d ee p e n i ng  of  the c r  i s i s  o ve r  the 
two subsequen t  y e a r s  was in l a r g e  measure  i n f l u e n c e d  by the 
d e t e r i o r a t i o n o f  the c o u n t r  y " s e c o n orri y , v ul n e r ab l  e as  i t  was
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t o e x t e r n  a 1 p r e =• s u r e s b r o u g h t a b o u t b y i t s cw n debt  
depend'*nee b red  o ve r  the y e a r s .
A1 though the A q u ¡ no a s s e s s  i n a t ¡ on and the r e s u 1t i ng 
p o l i t i c a l  t u r m o i l  and c a p i t a l  - f l i ght  d i r e c t l y  l e d  to  the 
debt  r epayment  m o r a to r i u m  in Oc t obe r  1983, i t  was  the 
c onsc i ous r e  s t r i c t i v  e p o l i c i e s  i mpo s e d the f o i l o w i  ng y e a r  
t ha t  a c c o u n t e d  ■for the economyy s deep p lunge  in 1934-1985.  
What was imposed in the P h i l i p p i n e s  by both the IMF and the 
ov e r - e nt  h us i as  t i c Ce n t r a  I bank Gove r n or  was the c l a s s i c  
mone t a r i  s t c u r e  f o r  p r i c e  i n f 1 a t i on and bal  an c e of  payment  s 
def  i c i t s .
The p r i o r i t y  g i v e n  to debt  r epayment  l e d  the government  
to u n d e r t a k e  sh a rp  =" j s te r i  t y  measu re s  and the mopping up of  
e x c e s s  l i q u i d i t y .  The s a 1e o f  s u pe r -h i  gh i n t e r e s t  b e a r i n g  
C e n t r a l  Bank b i l l s  brough t i n t e r e s t  r a t e s  s o a r i  ng to  60 
p e r c e n t  an d c o n s t r i c t e d  t he av a i 1ab i 1 i t y of  domes t i c c r e d i t .  
L o ca l  f i r m s  wh i ch  wer e  h e a v i l y  dependent  on domes t i c  and 
f o r e  i gn c r e d i  t s h ad t o c u t bac k pr oduc t i o n , 1a y o f f  wor k e r  s
and even c l o s e  shop .  The s e v e r e  r e c e s s i on c a u sed p r i c e  
i n f 1 a t i on t o f a l l  f  rom a pe a k of  50 p e r c e n t  in 1984 to 17 
per  cen t i r> 1 V’85 and f i n a l l y  to 1 e s s  than p e r c e n t  i ri 1 98ó . 
In r e a l  t e rms ,  the c u r r e n t  a c c o un t a n d b a l a n c e  of  pa ymen t s  
pos i t i on o ve r  the same per- i od al  so showed improvements .  In 
a g e n e r a l  -se n se , the pi o 1 i c y  i mp1 r  ov e d the c a p< ac i t y t o pi a y 
debt  m a i n l y  th rough  the d r a s t i c  r e d u c t i o n  of  i m p o r t s .  But  
impo r t s  f e l l  pr e c i s e 1y be cau s e of  the ma ss  i ve c o n t r a c t  i on i n 
ou tpu t  and p r o d u c t i o n .  I n  t h i s  s e n s e ,  r e c e s s i o n  was the 
c o n d i t i ona l  i t y  answer  to  the  debt  m o r a to r i u m .
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The s oc i a 1 c os t s of  debt  d e p e n d e r c & . The r e  can be no 
qut1 - • i ijii t h a t  thr  uughou * the y e a r s  the gover-nmen t has  
c on t i n ue d to p r i o r i t i z e  the rep ayme n t of  t h e c ou n t r y ' s 
f o r e i g n  debt  over- economi c  growth and d e v e l o p m e n t .  And as 
the gov e r nme n t p e r s i s t s in t h e i rrip 1 eme n t a t i on o f the IMF 
c on d i t i on a 1 i t i e s ,  wh a 1 i s. ap p a r  e n t i s t h a t  the a u s t e r i t y  
measure s  pu rsued  f*«y government  p l a c e s  the h e a v i e s t  bu rdens  
on those  a l r e a d y  h a v i n g  to  cope wi th ext reme  p o v e r t y .
The o f f i c i a l  f i g u r e s  on government  expend i t u r e s  
i n d i c a t  e a r educ t  i on i n ov e r —a 11 p u b l i c  e x p en d i t  u r e s  
be g i n n i n g  i n 1932, and becom i n g most  pr  onouneed in 1984. 
These  r e d u c t i  ons wer e i n no sma11 measure  due to the 
c cm t r a c t i  onar  y p o l i c i e s  under  t ake  n by the gove r nmen t , in 
tu rn  due to the deb t  p ro b l em .  Economi c  s e r v i c e s ,  s o c i a l  
s e r v i c e s  and g e n e r a l  pub-1 ic  s e r v i c e s  a l l  s u f f e r e d  
s u bs ten t i a 1 1 o s s e s  dur  i ng th i s per- i od .
Measu r ed  in c o n s t a n t  1972 p r i c e s ,  government  s pen d i ng  
f  or e c on oro i c s e r  v i c e s  t o agr  ¡ c u l t u r e ,  in du s t r y , an d 
u t i l  ¡ t i e  s an d i n f  r as  t r u c t u r e d ipp  e d f  r  om F'5 , 937 m i l l  i on i n
1981 to P4 ,933  m i l l  ion in 1932, d ro p p i n g  f u r t h e r  to F'2,339 
m i l ’ i on i r¡ 1 934 . I n 1 986 , the eco non: i c s e r  v i c e s  
e x p e n d i ‘ u r e s  p o s t &d a t  P 2 ,613 mi 11 ion - not  q u i t e  h a l f  the 
1981 1 e ve !  . In the a r e a  o f  s o c i a! s e r v i c e s ,  a g a i n  as  
measured  in 1972 c o n s t a n t  p r i c e s ,  the government  spent  
F3 , 395 m i 1 1 i on i n 1 981 , P3 , 245 m i l l  i on i n 1 982 , and F'2 , 245 
m i l l i o n  in 1984. In 1986, the government  e x p e n d i t u r e s  f o r  
-oc ¡ * 1 s e r v  i c e s  added up to  F3,  195 m i l l  i on - s t i l l  not  qu i te
g e n e r a 1 p u b ! ! c  se r v  i c e s  measured  in
1972 c on s t an t s , the gov e r nrne n t sp en t  P2 ,941 m i l l  i on i n 1 981 ,
P 2 ,890 m i l l  ¡ on i n 1982, and F I  , 91 6 mi 1 1 i on i n 1984. The 
r e p o r t e d  expend i t unes  -for 1986 o í  P 2 ,228 m i 1 1 ion aga i n  
d em ons t r a t e  t ha t  the 1981 l e v e l s  have not  been r e c o v e r e d .
W h a t i s eve n m o r e p i • o n o u n c e d i s t h a t  a. 1 o n g s i d e the 
c o n t r a c t i o n  in p u b l i c  e x p e n d i t u r e s ,  the p u b l i c  fund a l l o t t e d  
to debt  s e r v i c e  began to  i n c r e a s e  as  t o t a l  debt  s e r v i c e  grew 
and as  government  began to  assume the p r i v a t e  d e b t s  t h a t  
c o u l d  no l o n ge r  be r e p a i d .  The o f f i c i a l  f i g u r e s  in c o n s t a n t  
1972 p r i c e s  show t h a t  f rom F I ,423 m i l l  ion in 1982, the 
government  debt  s e r v i c e  f und  i n c r e a s e d  to  P 2 ,199 m i l l  ion in 
1983, P 2 ,60ó m i l i  ion in 1984, P 2 , 7 * 8  m i l l i o n  in 1985 and 
f i n a l  1y to P 4 ,051 m i l l  ion i n 1986. S u b s t a n t  i a 1 as  t he se  
i n c r e a s e s  may have been o ve r  the p e r i o d  under  c o n s i d e r a t i o n ,  
t he se  f i g u r e s  s t i l l  do not  i n c l u d e  the ne t  l e n d i n g  of  the 
government  to  governemnt  c o r p o r a t i o n s , wh i c h  were  m a i n l y  f o r  
p a y i n g  the d e b t s  of  t he se  government  c o r p o r a t i o n s .  I f  t h i s  
f i qv r e  i s  c c*mp u t e d i n t o  t o t a l  p u b l i c  exp*endi t u r e s ,  the oe b t 
se r v i c e of  » 984 t o t 98 wou I d  c omp r i s e 40 p e r c e n t  *_> f  t o t a. i 
expend i t u r e s  — a lm os t  as  b i g  as  the  budget  f o r  economic  and 
soc i a 1 s e r  v i c e s comht n e d . The c u t s  in e c onomi c , s o c i  a 1 and 
g e n e r a l  p u b ! i c  s e r v i c e s  and the p r e s e n t  g o v e r n m e n t ' s  
i n c ap ac i t y t o f und  i t s  amb i t i ou s agr  a r  i an r e f  or  m p r  ogr  arr¡ c a.n 
be d i r e c 11 y a 11 r i bu t a b l e  t o the p o 1 i c y of  p r i or  i t i z i ng de b t 
P a y m e n t s o v e r e c o n orn i c g r ow t h and d e v e 1 o p m e n t .
The s o c i a l  c o s t s  of  the d e p r e s s i o n  in the 1930s a re  
1uemendous , and i t  c o n t i n u e s  to i n f !  i c t  l o n g - l a s t i n g  and 
e e n  permanent  damage to the c o u n t r y ' s  s o c i a l  f a b r i c .  Of
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t he c on n t r y ' s 57 m ¡ 1 1 ¡ on p op u 1 -a t ion i n i 987 , 65 p e r c e n t  f e l l  
be 1 ow the p o v e r t y  1 ine of  an annua l  income of  F‘2 , 5 0 0 .  The 
b ¡ ghes t  i nc i dence of  p o v e r t y  i s  in the c o u n t r y s i  de where  an 
e s t i m a t e d  70 p e r c e n t  of  the c o u n t r y ' s  p o p u l a t i o n  i s  to  be 
f ound .  A c c o r d i n g  to r e p o r t s  f rom the N a t i o n a l  Economic
ij m ’ op me n t Au t h or  ; t y , a t o t a l  of  n i n e  ou t of  the c ou n t r  y '  s 
13 r e g i on s p o s t e d pov e r t y 1ev e l s  h i g h e r  t han the n a t i  on a 1 
a v e r a g e .
The a v e r a g e  f a m i l y  s i z e  in the c o u n t r y  i s  s i x .
A c c o r d i n g  to the es  t i mates- of  the Food and Nu t r  i t i on 
R e s e a r c h  I n s t i t u t e ,  the a v e r a g e  c o s t  of  the d a i l y  
n u t r i  t i o n a l  r e q u i r e m e n t s  o f  a f a m i l y  o f  s i x  a t  the end of  
1987 was F87 .8Q ,  up f rom the P 8 0 .34 e s t i m a t e  f o r  the 
p r e v i o u s  y e a r .  And to c o v e r  the c o s t s  of  t h e i r  d a i ! y  food  
arid o t h e r  b a s i c  n e c e s s i t i e s ,  a f a m i l y  o f  s i x  w i l l  r e q u i r e  
P120 in an a g r i c u l t u r a l  e nv i r on m e n t  o u t s i d e  the n a t i o n a l  
c a p i t a l  r e g i o n . W i t h i n  a n o n - a g r ¡ c u l t u r a l  e n v i ronmen t , the 
same f a m i l y  o f  s i x  w i l l  need P I  30.  A g a i n ,  compa r i ng  t he se  
to t h e i r  1986 c o u n t e r p a r t s ,  t he se  f i g u r e s  have gone up f rom 
P i l l  and P 118, r e s p e c t i v e ! y .
The l e g i s l a t e d  wage r a t e s  in the c ou n t r y  in 1987 i n 
nominal  t e rms were  P69 .33  f o r  n o n - a g r i c u 1t u r a l  w o r k e r s ,
P 5 8 .50 f o r  p 1 an t a t i  on a g r i  c u 1t u r a l  w o r k e r s , and P 4 7 .12 f o r  
n on- p1 ant  a t i  on a g r i  c u 1 t u r a l  work e r s . Wh i 1e t he se  f i g u r e s  
e r e h i gh e r t h an the 1 e v e l s  of  the p r e v i o u s y e a r  í P 5 7 . 0 8 ,
P 4 6 .67 ,  and P 3 5 .67 ,  r e s p a c t i v e l y ) , when d e f l a t e d  t o 1978 
p r i c e s , the i n c r e a s e s a r e  not  a l l  t h a t  s i g n i f i c a n t .  The 
l e g ; s I  a t e d  wages  in 1987 a s me a s u r e d in 1978 c on s t a nt  s
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amou n t ed t o P 1 6 . 81 f  or  non-agr  i cu 1 t ur  a 1 wor ker  s , P 1 5 . 55 f  or  
pi an t a t i on agr- i c u 1 t u r a 1 wor k e r s , and P 1 2 . 52 f  or 
n on-p1 ant  a t ¡ on a g r ¡ c u 1 Lu r a 1 work e r s .  The f ¡ gu r e s  f o r  1?3ó  
¿ i- ' 972  p r i c e  s we re  F 1 5 . 41 , P 1 3 . 2’5 and F’ 1 0 . 1 2 , r e  sp e c t i v e 1 y .
Q u i t e  c 1 e a r 1y , f o r  those  b e n e f i t i n g  f  r orri 1 e g i s i  a t e d 
wage r a t e s ,  t h e r e  ¡ s no q ue s t  ion about  be i ng a b l e  to  a f f o r d  
t h e d a i l y  ri u t r i t i on a 1 r e  q u ¡ remen t and bas  i c n e c e s s i  t i e s .
No t sur  pr i s i n g 1y , both  pove r t y i n d i c a t o r  s and p u b l i c  h e a l t h  
prob i  erris have c o n t i n u e d  t o per  s i s t  a t  a 1 arm i ng 1 e v e l s .
Cons i de r  i n g t h a t  h a l f  o f  the c ou nt  r y '  s popu1 a t i on i s  
a c c o u n t e d  f o r  by the 20 and be l ow age g ro up ,  t h e r e  a r e  
enormous r e p e r c u s s i  ons on the c o u n t r y '  s f u t u r e  g e n e r a t i  ons .
I n d e e d , one out  o f  e v e r y  two F i l i p i n o  f a m ¡ l i e s  e a t  1e s s  
than the minimum n u t r i t i o n a l  l e v e l s .  As a co ns eq u en ce ,  70 
p e r c e n t  of  the F i l ¡ p i n o  c h i l d r e n  a r e  m a l n o u r i s h e d .  The more 
de t a i l e d  f i g u r e s  a v a i l a b l e  f  or 1935 i n d i c a t e  t h a t  a t  l e a s t  
2 . 5  out  of  11 m i l l i o n  p r e - s c h o o l e r s  were  u n d e r w e i g h t ,  2 . 7  
m i l l  i on were  s t u n t e d  (1 ow he i gh t f o r  age ) and 1 .5  mi i 1 1 i on 
were  w a s t e d  ( 1 ow w e i g h t  f o r  h e i g h t ) . The i nc i d en ce s  of  
common i 11 n e s s e s  a r e  1 i kewi  se a l a r m  i g l y h i g h . An e s t i m a t e d  
32 p e r c e n t  of  the c ount  r y ' s popu1 a t i on i s  i n f e c t e d  w i th 
v a r y i n g  de g re e s  of  t u b e r c u l o s i s .  A n o th e r  2 . 3  p e r c e n t  of  
the p o p u l a t i o n  s u f f e r s  f rom v a r y i n g  d e g r e e s  of  b l i n d n e s s  
ow i n g t o V i t am i n A d e f i c i e n c i e s  - t h i s  i =• the t h i r d  hi gh e s t 
r a t e  in the w o r l d .  And 35 to  90 p e r c e n t  of  the p o p u l a t i o n  
ar  e i n f e c t e d  w i t h  a s e a r  i s ,  the h i g h e s t  r a t e  in S o u t h e a s t  
At- i a , second  on 1 y to  I r an  in the deve 1 op i ng wor 1 d .
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An e s t i m a t e d  83 p e r c e n t  of  the c o u n t r y ' s  h o u se h o ld s  
o ccupy  dwe 1 1 ing uni  t s  l e s s  than 50 s a *1 r * m e t e r s ,  wi th 56 
p e r c e n t  1 i v i n g  in u n i t s  l e s s  than 30 squa r e  m e t e r s .  The 
ex t reme p o v e r t y  ¡ n the • our  ¡ r y si  de ha-- pushed many of  the 
r u r a l  re  si  d e n i s  i n t o  the c i t i e s  where  t hey  s e t t l e  as  s lum 
dwe1l e r s ,  in even more d e p l o r a b l e  condi  t i o n s .  A c c o r d i n g  to 
the e s t i  ma t es  of  the N a t i  ona 1 Hous i ng Au th o r  i t y , more than 
one out  of  e v e r y  f o u r  r e s i d e n t s  in M e t r o  M a n i l a  a r e  s lum 
dwe1 l e r s  or  sq ua 11 e r  s . An d wi t h the i n c r e a s e s  in the n umber 
of  s lum dwe 1 l e r s  come the concomí t t a n t  i n c r e a s e s  in the 
de p 1o y m e n t , abuse and exp 1 o i t a t  i on o f  c h i l d  1a b o r . The sad 
t r u t h  i s  t h a t  wher e  i n c r e a s i n g  number of  the c o u n t r y ' s  you th  
¡ s f o r c e d  to augment fami  1 y  i ncomes,  t he y  au tomat  i c a l  1y 
1oose ou t on t h e i r  r  i gh t to b a s i c e d u c a t i on and t r a i n i n g  
w h i c h ,  o ve r  the l o n g - r u n ,  wou ld  improve t h e i r  cha n ce s  for- 
bet  t e r emp1o y m e n t .
W h i l e  i t  i s  t r u e  t h a t  in 1987 both the g r o s s  n a t i o n a l  
p ro d u c t  and the per  cap i ta. GNP p o s t e d  r e a l  i n c r e a s e s  of  5 . 05  
a n d 2 .5  8 p e r c e n t ,  re  spe c t i v  e 1y , t h i s  i s  a 1r  e a d y a marked 
improvement  f rom 1985 when the per  cap i  ta GNP d ropped  to 
t h e i r  1975 l e v e l s .  M o r e o v e r ,  the income and a s s e t  
d i s t r i bu t i on r e m a i n s  e x t rerne 1y sk ew ed . I t  i s  r e p o r  t ed  t h a t  
60 p e r c e n t  of  the t o t a l  ho use ho ld  income i s  s h a r e d  by on 1y 
20 p e r c e n t  o f  Phi  1 i p p i n e  h o u s e h o l d s ,  a s  compared to the 
1owest  40 p e r c e n t  r e c e  i v ing even s h o r t  of  15 p e r c e n t  of  the 
t o t a l  income.  Even the g o v e r n m e n t ' s  Depar tment  of  A g r a r i a n  
Reform r e c o g n i z e s  t h a t  80 p e r c e n t  of  the c o u n t r y ' s  l a n d s  i s  
owne d by on 1y 20 p e r c e n t  of  the coun t r y ' s popu1 a t i o n .
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The con t ¡ nued d e p r e c i  at  i on o f  ' he P h ¡ ’ i pp i ne peso 
a g a i n s t  the US d o l l a r ,  c o u p l e d  by an i n f l a t i o n  r a t e  of  3 .82  
r ¿r-ce n t in 1 987 h au e e f f e c t i v e l y  c a us ed  the de t e r  i or  a t i on of  
the r e a l  i nc ome s o f  the gr  e a t e r ma.j or • t y of  F i 1 i p i nos .
U>h i 1 e the 1 abor  f o r c e  par  t i c i pa t  i on r a t e  f o r  1 987 was  66 
p e r c e n t ,  of  co nc e rn  i s  the number of  e s t a b l  i s hmen t s  t h a t  
h av e ac t u a 11y shut  down or r e t r e n c h e d .  In 1987, t he number 
r e p o r t e d  was 1 ,874 ,  up f rom 1,013 in the p r e v i o u s  y e a r .  
F u r t h e r m o r e  the e r o s i o n  o f  the p u r c h a s i n g  power of  the peso  
to P 0 .27 as  measured  in 1978 c o n s t a n t s  s t r o n g l y  sugges t  
s i gn i f  i c a n t  ch ange s in t he con sumpt i on p a t t e r n s  of  th e 
1owe s t — i ncom e grou p s . The mos t v u 1n e r a b 1e s o c i a 1 g r ou p s 
wou ld  o f  co u r s e  i n c l u d e  the l a n d l e s s  and up l an d  a g r i c u l t u r a l  
w o r k e r s ,  sma l l  f i s h e r m e n ,  i n d i g e n o u s  c o m m u n i t i e s ,  the urban  
p o o r , women and ch i 1 d r e n .
Cl e a r  1y , the p r i o r i t i z a t i o n  o f  debt  s e r v  i ce payments  
o ve r  na t  i o n a 1 econom¡ c growth  and d e v e 1opment has  
compromised the g o v e r n m e n t ' s  a b i 1 i t y  to del  i v e r  b a s i c  s o c i a l  
s e r v i c e s  such as  h e a l t h  c a r e ,  e d u c a t i o n ,  h o u s i n g  and human 
s e 111ement s ,  an d n v e n s o c i a l  s e c u r i t y .  I n d e e d ,  of  the 1987 
budget  o f  P I  80 b i l l i o n ,  47 p e r c e n t ,  or  F'75.2 b i 1 1 i on was 
al  1 oca  ted  to  debt  s e r v  i c e .  The pr i or  i t i es  w i l l  s t i l l  have 
to change as in the g o v e r n m e n t ' s  1988 budget  o f  P I  79 
b i l l  i o n , rough 1 y 40 p e r c e n t  , or  P 8 9 .2 b i l l  i on ,  w i l l  go to 
e i• v i c i  ng the coun t r  y ' s f  ore  i gn d e b t . Some quar  t e r s  have 
r a  i sed q u e s t i o n s  as  to  the c o n s t i t u t i o n a l  i t y  of  the 
b u d g e t a r y  a p p r o p r i  a t  i ons as  the 1987 Const  i tu t ion p r o v i des  
t h a t  t ti e h i gh e s t bu dge t a. 1 1 oc a t i on sh ou I d  go to  e d u c a t i o n .
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However ,  w i t h  the 1 i o n ' s  share- o-f the n a t i o n a l  budget  go i n g  
to debt  s e r v  i ce p a >• m e n t s 5 ¡ t wou 1 d se erri t h a t  the most
v u l n e r a b l e  g roups  w i l l  c on t  i nue to bea r  the b run t  o f  the 
r nu n t r y  ' s f of-e i gn a x c !\ a.nge ■ >b i i ga t ! on s > As^  I c s t an ds- j t r e y  
re  al  lowed 1 i t t l e  room f o r  manoeuvre  j and i t  seems t h a t  
t he y  a r e  p r o v i d e d  1 i t t l e  hope as  we 1 1 .
The Aqu i no Qovernmen t debt  pol  ! c y  . Wh i 1 e many 1 ook to 
the Aqu i no government  as  h a v i n g  h e r a l d e d  in s i g n a l  changes  
i n the coun t r y '  s h i s t o r y , th i s i s no t n e c e s s a r  i 1y t r u e  wi th 
r e s p e c t  to the e x t e r n a l  debt  i s s u e .  I t  i s  f e l t  not  j u s t  by 
a few t h a t  the f i r s t  y e a r  of  the Aq u ino  government  wou ld  
have been the most oppo r tune  t ime to a c t  on the c o u n t r y ' s  
f o r e i g n  deb t  p ro b l em .  The government  absconded  on the 
c h a nee t o r e q u es  t f  o r a tempor a  r y s u s p e n s i o n o f  debt  s e r v i c e  
payments  to the c r e d i t o r  banks in the meant ime t h a t  i t  
comp1e t e d a c om p r e h en s i ve re  v i e w of  the c om p o s i t i o n  of  t he 
f o r e i  gn d e b t . Not  o n ! y c o u l d  i t have nego t i  a ted f o r  the 
r e p u d i a t i o n  of  a l 1 f r a u d - t a i n t e d  and M a r cos  behes t  l o a n s ,  
but  i t c o u l d  have a l s o  souoht  f o r  a debt  burden r e d u c t i o n  
package  t h a t  wou ld  have been c o n s i s t e n t  wi th the 
.q o v ernmsn t f s p r o j e c t e d e c o n om i c r e c  o v e r y t a r g e t s .
3 p e c u 1 a t i n g t ha t  t hese r e q u e s t s  wou1d have in f a c t  b een 
gr an ted i s a 1 t c g e t h e r  a s e p a r a t e  c o n c e r n ,  but  the t r u t h  of  
the m a t t e r  i s  t h a t  i t  wou ld  have been e a s i e r  accompl  i shed 
then than i t  i s now.
On May 1st  1986 , P r e s i d e n t Aqu i no p u b l i c ! y  announced 
her  g o v e r n m e n t ' s  debt  p o l i c y  of  r e p a y i n g  a l l  of  the 
cdunt  r y ' s f  or  e i gn d e b t . In Sep t  ember 1936, P r e s i d e  n t Aqu ino
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■again r e i t e r a t e  d h e r p r  om i se be -f ore  t h e j  o i r t '-e s s  ; on or the 
US Cong re s s  j i ndi  c a t  i ng the t na t  i onal  honor- r equ i r ed noth ¡ ng 
s h o r t  of  the f u l l  r epayment  of  a l l  l o a n s .
B y J  a ri u a r y 1 9 87 , t h e g o v e r n m ent  c o n c 1 u d e d t h e 
r e s c h e d u l i n g  of  some $870 m i l l  ion wo r th  o f  b i l a t e r a l  l o a n s  
w i t h  t h e P a r  i s  C l u b .  I n  Mar c h 1987, th e gove r  nme nt  r e a c h e d  
a r e s c h e d u l i n g  agr eement  w i t h  i t s  commerc i a l  bank c r e d i t o r s .
“p f-| £ agreement  i n v o l v e d  t h e r e s c h e d u l i n g  o t $-7.3 b i i 1 i o n 
wo r th  o f  medium and l o ng - t e rm  l o a n s  t h a t  f a l l  due in p e r i o d  
1 987-92.  The pa.yrnent o f  t he se  l o a n s  a r e  to be p a i d  o ve r  17 
y e a r s  wi th a g r a c e  p e r i o d  o f  7 1/2 y e a r s .  I n t e r e s t  r a t e s  
we r e s e t  a t  7/8 p e r c en  t ove r L I B O R ,  1 owe r i n g  the o l d  r a t e  of  
1 5/8 p e r c e n t  o ve r  L I B O R .  The n e g o t i a t i o n s  a l s o  l o we r ed  the 
i n t e r e s t  r a t e s  on the $•925 m i l l  i on new money f  ac ¡ l i t y 1 oaned 
to the c o u n t r y  in 1985 as  we 11 as  on the $ 2 . 9 6  bi 1 1 ion t r a d e  
c r e d i t  f a c i l i t y  due to e x p i r e .  The r e  was a l s o  a four-yea . r  
r enewa l  of  the t r a d e  f a c  i 1 i t y  commitment f rom 30 J une  1987 
to 30 J une  1991. Under  the t e rms  c o v e r i n g  t h i s  ag r eemen t ,  
i n t e r e s t w i l l  be p a i d  in f u l l  wi t h ou t the add i t i on a 1 
i n j e c t i o n  o f  l o a n s  to  c o v e r  t hese  paymen ts .  In a d d i t i o n , a 
token y e a r l y  payment  o f  $37 m i l l  ion i s  r e q u i r e d  f o r  the 
y e a r s  1987—39,
UJh i l e  the terms  o f  r e s c h e d u l  ing have been hai  l e d  by the 
c oun t r y /s ne go t i a t i n g  t e am as n o t a b l e  ac h i e v eme nt  s , t o many 
o t h e r s , t h e se  were  a t  b e s t  p a l l i a t i v e ,  w i t h  l i t t l e  g a i n  made 
w i t h  r e s p e c t  to  1 onge r - ru n  and more l a s t i n g  s o l u t i o n s  to  the
c o u n t r y ' s debt  p r o b 1e m.
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No t ab 1 y , the te rms d t d n o t v a r  y s ¡ gn ! f  i c an 11 >• in e i the  r 
-form or a u b s l a n c e  -from the p r i o r  r e s c h e d u i  i n gs  wo rked  out  by 
t h e M a r  c o s r e Q i m e . M o r  e o m e r  , n o s ¡ g n i f  ¡ c a n t ne w m o n e y s w e r e  
s e c u r e d .  "H:e a d d i t i o n a l  Í 925 m i l l i o n  a c c o u n t s  -for no more 
t h an 15 p e r c e n t  o f  1 he t o t a l  198ó and 198? in t e r es  t p ayments  
due,  and l e s s  than 30 p e r c e n t  of  t h a t  due to commerc i a l  
b a n k s .
I t  has  even been p o i n t e d  out  t h a t  the r e s c h e d u i ¡ n g ,  i f  
a n y t h i n g  a t  a. 1 1 , in f a c t  r a i s e s  the t o t a l  nominal  i n t e r e s t  
and pr i nc i p a l  p a y a b l e  - i f  o n ! y  b e cause  l e n g t h e n i n g  the 
re p a yme nt  sch e du 1e a l s o  e x t e n d s  the p e r i o d  ou e r  wh i c h 
i n t e r e s t  mus t be pa i d • M o re s ¡ g n ¡ f  i c an 11 y , de sp i t e the 
ma rg i n a l  i n t e r e s t  r a t e  c o n c e s s i o n s ,  the p r e s e n t  d i s c o u n t e d  
v a 1 u e of  the f  u t ure  pa yme nt  s i s  p r o j e c t e d  to be h i g h e r  f  o r 
the re  sc h e du 1 e d c omme r c i a. 1 ban k 1 oan s . UJ h e n i n f  1 a t i on 
measured  in P h i l i p p i n e  e x p o r t  vo 1 umes r e q u i r e d  to s e r v i c e  
the 1 oa.n s i s c on s i de r e d ,  the net  r e s u l t  i s  f a i r l y  c 1 e a r  1 y to 
r a i s e  t h e p r e s e n t die- c o un t e  d v a 1 u e of  f u t u r e  debt  pa ym e n t s 
in r e t u r n  f o r  a momenta ry  b r e a t h e r  c o v e r i n g  the p e r i o d
J V O “? y v
The pos ; t i on taken by the P h ¡1 i pp i ne ne go t i  a t  i ng team 
i s obv i oust  y  d a ng e ro u s  one . S i n c e  no new c omme r e  i al  1 o a r s  
ar  e be i n g r e q u e s t ed ,  t h e r e  w i l l  be a. t r eme n dou s net  ou t f  1 ow 
o f  f u n ds  f o r  the p e r i o d  1987-92.  Even o f f i c i a l  b i l a t e r a l  
and iriu 1 1 i 1 a l e r a !  1 u-ans *.•'•0 1 1 r eg í  s t e r  a nega t  i ve f  1 ow .
E s t i m a t e s  f  r  om the N a t i o n a 1 Eco  n om i c Deve l opment  A u t h o r i t y  
i nd ca.te t h a t  a f t e r  the r e s c h e d u i  i ng ag r ee me n t ,  the ne t  cash  
ou t f  1 ows w i l l  exceed  the ne t  i n f !  ows by some 1 6 . 2 b i l l  i on
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¿ ( - ^ p  c, ¡ x y e a r  jie r i od . Ev«s*ri a f  ‘ e r  the ¡ nc 1 us i on of  
oran t s  , t r  a u s f  er-. f  pom ab road  íid d i r e c t  i nue--tmen 1 , t h e r e
i .i. (=r c. t i ma t e d to be a ne t  -foreign exchange  out-f low of  some 
$7 .7  b i l l  i o n .
Gi ven th i s. env i ronment , t h e r e  i s no r e a so n  to suppose 
l h a t  the c o u n t r y  w i 11 be i n a pos i t ¡ on to  a f f o r d  the 
p r o j e c t e  d r af  es  of  de b t s e r v i c i n g ,  l e t  a l o ne  beg in  t o 
ser  v i r e  the re  sch e d u 1e d 1936-92 p r i n c i p a 1 p a/me n t s . L u r k i  ng 
beh ind  the terms  of  the r e s c h e d u l  ing agr eement  i s  the 
s I n  i s t e r f a c t  t h a t  i t wou Id  i ndeed  be d i f f i c u l t  f  or  the 
c o u n t r y  to  r ebound  f rom the p r e v i o u s  d e p r e s s i o n .  Wh i l e  the 
ge ne r a l  p i c t u r e  of  the b a l a n c e  of  payment s  has  improved 
s i nce the r e s c h a  du 1 i nq agr eement  was  e f f e c t e d ,  a c l o s e r  
i n s p e c t i o n  o f  the b a l a n c e  of  payments  w i 11 r e v e a l  t h a t  the 
c u r r e n  t a c c ou n t  c o n t i n u e s  to pos t  nega t  i v e . And as  p o i n t e d  
out  e a r l  i e r , the agr eement  has  j u s t  put  o f f  a c t u a l l y  p a y i n g  
the deb t f o r s om e l a t e r  d a t e .  At  be s t , a ri o t h e r  c r i s i s  s e e m s 
to be l ooming  in the h o r i z o n .
21
22
— re a. ..
US thou t doubt  , u e mago i tude a :«e’ 1 -: ¿ the
•_ z f  ■'* e : 1, • : r t h .5 c o un t r .• 1 de b t p r ob 1 en* h a. s
:■ r swned c t i v 9 d 1 = _ u s = ; on£ ar.d h e a t e d  d eb a t e s  or¡ tt  e i ssue 
Qu ' t e  r 1 ear  1 y , i i  the Ph * 1 : pp i rues i s  to e s cape  f rom the 
q j a gfTi i -e i t  i s n ow i r; , an a 1 t e r  r. a t 1 v e de b t s t r a t e gy  t o t h e 
Aqu i nc governmen t '  s o r ~ i c : a.‘ pos i t i on mu s t be adop t ed .
I nd ee d ,  i t  has  been p o ’ - t ed  out  t h a t  the  P h i l  i p p i n e s  
p r o i des 5. s t r  ong c ase  f s ; s ubs t an  11 a 1 deb t  r e l i e f ,  
p ar  t i cu 1 ar 1 ; amor g 1 owe r  rr¡ i ddl e i ncorr.e c o u n  t r i e s .  I n  
¡ n t e r n a t or. &1 d ' sc  u s s i on s , debt  ”■ e ’ i e f  t or co u n t r  i e s h as  
be e n s u gg e s t a d u 0 de r t h e f  o 1 1 ow ' r g c on d i t i on s : ( a > 
un e xpec ted  s i gn i f  i c an t  ; n c r  e a s e s  in the debt  bur dens due to 
e >. oqe n c u s sh nr p s , ( b ) ’ ow p e r c ap i t a in c orrie s , \ c ) the
ab sen c e of  a. t h r e a t  to s t ab t 1 i t y of  the i n t e  r n a t i on a 1 
f i n an c i a 1 sy s t em , < d > l i t t l e  pr ospec  t of  t he r esump t i on of  
debt  ser  y i ce w t hout  a n u nac cep t a b l e  wel  f a r  e c os t , < e ) poor 
use of the 1oans  , <f ' i r r  e s p o n s 1 b 1e 1 e n d i n g , <9 > d oub t f  u 1 
• . _¡ t i r ¿ . c f  t ' e qe ■ ? r nr e n t t h « t c on t r  sc t e d t h e 1 oan s , and
S r * ~ ■ =. - 1 h e p ar t o f  1 e nd e r s t o e < t en d f ur  t h er i c a ns
: upper t of a n e,.: j us ’.mar. t program.  I t  i s  wor th  n o t i n g  ho? 
r. ar. > c f t h e o e sc: c . t i e r  s ar e a c t  u- a ’ 1 y  me t by  t h e c ou n t r y , 
t - :s s • e r : the 0 : he c a 5 e f  or d a b 1: r e l i e f .
: r e op t i e r s  f  or an a 1 ter  r.at i ve debt  poI i c / I ead i n 9 
*: o debt  r el  i e f  r anoe  f rom demanding new money
t i e s ,  to  debt  swap s , to '•>a r y i n 3  d eg r e e s  of  
■. ‘ i on s , t o mor a t or i a and l i m i t i n g p ay me n t s on the
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t h e
u a•... ■ r f  t r - ou r. r r .> s r _ a :3.r c i t y . o p y
j.i . - p,-,] ■ -v- op " ' "'P's wi 1 1 ' r* f a c t  m a te r > :•! i :
* ~ j n • r •' !,■; i 1 1 : r : t i c 3.1 » y  d© p e n d c m the p o', r c a ! tv; i
> . ¡en t , : : Of ■ © - s t f i  d i n g and su {
r j-vj  p ©OP' 1 e f o r  th© s© pel  i c i e s  and the © v © 1 of  
i n t e r n a t i o n a l  s o l i d a r i t y  and common a c t i o n s  worked  cu t  by  
the i ount  r y w i th o t h e r  debt  c r  co u n t r i e  s . F o i l o w i ng i s  a
-j; ■=.r u■=.s i on o f  the gene r  a. ■ f e a t u r e s  of  e a.c h of  the p o l i  c v
opt ons,  and an i n d i c a t i o n  a.s to  who the p ro p o n e n t s  of  each
o f the s e p o _ i t i o r, s a r  e .
Perr;and: nQ new rone  ■ f a c i l i t i e s  . “The l e a  s t r a d i c a. 1 
am o n q t h e a l t e  r n a t i v es  i s  to  d e m a. n d n e w c omm e r e  i al  1 o a n s t o 
cov er  at 1 e as t the e s t i ma ted f  i r.anc . r.g gap of  '£7.7 b i l l  i on 
f o r  the p e r i o d  1987-92 a s  p r o j e c t e d  b> the N a t i o n a l  Ec on orr; i c 
Deo e 1 op men t Au t h or  i t y . Th e idea, i s  t o m i n i m i z e  the ou t b r e  ak 
nf  an O' t h e r f  or  e i  qn e x c h a.r qe c r ¡ s ¡ s- w : t h i n  the p e r ¡ od 
s p e c i f i e d .  Howeve r ,  the  r e q u e s t  f o r  t h i s  new money f a c i l i t y  
wi 11 s t i l l  amount to ar, Í 3 . 7  hi 1 1 i or  ne t  o u t f  1 ow to o f f  i o i a. 1 
an d comrrere i al  er e :: i  t o r s .  A s t r o n g e r  pos i t ¡ on wcu 1 d be the 
• -  -  p  j  +  , j  i  j  z  v  f  -  r  f  :  n  t e r e  s t  p  a .  y m  ente  ,  w  n  :  z n  a  c  c o  r  d i n g  t  c  t h e  
Na t : on a 1 Eo on om i  c De v e 1 opme n t Au t h or- i t y s e s t i m a t e s ,  w ¡ , 1
e n  t  a  i  1 a s k  i  n q  f o r  a d d  i  t  i  o n  a  1 1 o a n  • =  o f  s o m e  + 1 2 .  b i l l  on
h  í  s  f .  :  1 1 p  r  o v  :  d e  s o m e  b u f f ©  r  o n  t h e  i n t e r  n  a .  t  i  o n  a  1 r e s e r  v  e s  
t o  r  a k - »  e . r e  , r o w t h  i s  s u p p e r  t e d  w i t h  t h e  n e c e s s a r y  f o r e i g n
e  : c  i  i  a  n  q  e  .
The arqumen t s  i n f a v o r  of  t h i s pel  ¡ c y  o p t ; on won 1d be 
*■ v, r ? € - f q : rj, F ; r- s t , t h : s i s cbv i ou s 1 y  a l e a s  c on f r  on t a t  i on a 1 
=  t  r f  e  to a.dop t  and wou ’  d  t h e r e f o r e  o e  su :  r e o  to  a
r • i- i... * r n ment wh o s e p o 1 i t i c a 1 w i l l  i s n o t y e t v e r  y s t r or 9  a. n d 
where popu 1 a r  suppor t f  or  debt  c e i l  s n 9 s or  rr;or a t or ¡ a i s 
- . t i l l  weak.  S e c o n d l y ,  i t  i s  c l e a r  t h a t  the new l o a n s  w i l l  
_ i-r.nr.p f t  -1ure the T.ore subs tan t i ve f  or-: cr, exchangeK - - * r' - “  ■
o u t f l o w s  f rom the c o u n t r y .  In  t h i s  s e n s e ,  i t  i s  c o n s i d e r e d  
b ■ i t-= or oponen ts  as a wi se move as ¡ t a i l  ows the coun t r y  
some bre  a t hi n q space  in the h ops t h a t  out  p ut  and exp o r t  s 
qrow so t h a t  the c o u n t r y  can b e 1 1  e r a f  f  or  d to  pay i t  s d e b t s . 
F i n a l l y ,  arid even more i mp o r t an t  than the se cond  r e a s o n ,  the 
p ro p on e n t s  of  t h i s  o p t i o n  g l e a n  f rom t h i s  de f a c t o  bank debt  
r e s t r u c  tur  •nq t h a t  the wave of  the f u t u r e  i s  more and more 
t owa rd  s debt  r e l i e f  a nd “ f o r g i v e re  ss
The d i s a d v a n  taqe  f o r  the c o u n t r y  o f  t h i s  p a r t i  c u l a r  
o p t i or wou 1 d be a s f  o 1 1 o w s . F i r s t ,  w h i l e  s p e c u l a t i n g  i n t o  
the p o s s i b i l i t y  o f  debt  r e l i e f  b e i n g  g r a n t e d  in the f u t u r e  
wouId  tend to  e n c ou r age  f u r  then bon row ing ,  i f  debt  r e 1 e i e f  
does not  o c cu r  w i t h i n  the next  two de ca de s ,  and i f  e x t e r n a l  
m a r k e t s  and/or  domes t i c  pol i c i e s  do not  encou rage  h igh  
expo r t  g rowth  or r e duce  import  needs ,  then the debt  p rob l em 
: 3  on 1 y pos tpone  :J to some f u t u r e  d a t e ,  c e r  t a i n 1 / i n vo , v ¡ ng 
b i g g e r  i n t e r e s t  p a yrn ent  s a n d 1 a r  ger  ou t f  1 o v- s . M o r eo  v e r-, 
w h i l e  bank debt  r e s t r u c tu r  ng m a y  have worked  f o r  M ex i co  and 
B r a z i l ,  the t r u t h  of  f he m a t t e r  i s  t h a t  the e xp o r t  s e c t o r s  
of  both these  c o u n t r i e s  a r e  f a r  s t r o n g e r  than the 
Ph i l  i p p i n e s "  own and t h e r e f o r e  t he r e  i s  l e s s  pre=--z-u.-e f o r  
them tc bor row f o r  s e r v i c i n g  í n t e r e s t s . And s a d 1y en ou g h , 
thi  5  o p t ion f  a i 1 s to  ke ep t he s t r i n g e r  t aus  t e r i t y  me a s u r e s
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o-f IMF c on d i t ona l  i t / a t b a/  , a n d wi th i t ,  dome s t i c  e c on on : c 
se 1 f - r e 1 i ance .
31 •. en the f undamen ta l  p r emi se  t h a t  a l l  l o a n s  w i l l  be 
r e p a i d  in due t i m e ,  ; t i s  to t h i s  p o l i c y  o p t i o n  t h a t  many of  
the more conse r v a  t i v e g r c up s  wou1d s u bsc r i b e . Qui te 
obvi  o u s 1y the coun tr  y y s debt  negot  i a t o r  s have p i n n e d  t h e i r  
hopes on g r e a t e r  c o n c e s s i o n s  in t e rms  of  bank debt  
r e s t r u c t u r i n g  a g r e e m e n t s . U n f o r t u n a t e l y ,  the heads  of  the
c oun t r y ' s ne go t i a  t i n g  t e am 1acke d the agr e  s s i  v e n e s s  of  t h e i r
L a t i n  Amer i c an  c o u n t e r p a r t s  and gave in e a s i l y  to the 
commerc ia l  b anks .  In p a r t ,  t h i s  can be t r a c e d  to the f a c t  
t h a t  both the C e n t r a l  Bank Gove rnor  and the F i n a n ce
S e c r e t a r y  then were  a l s o  of  the b i g  b u s i n e s s  s e c t o r  in the
coun t r y an d whi 1e t e c h n i c a l l y  on 1e ave f  r om t h e i r  p r i v a t e
bu si  nesse  s , had ve r y c l  ose r e 1 a t ionsh i ps wi t h the 
t r an sn a t i on a 1 ban k s . By  e x t e n s i on , the gr e a t e r  p r- op or t i on
of  b a n k e r s  i n the c o u n t r y  w i 11 r e co gn i  ze t h i s  opt  i on as  the
bes t  among v i a b l e  o p t i o n s  f o r  the c o u n t r y .
Debt s-waos . In the P h i l i p p i n e  c o n t e x t ,  the debt  swaps 
be ng c onsi  der e i' a re  of  s e v e r a  1 t y p e ■=•. ; he e i n c l u d e  t ,,e 
d e b t - t o - e q u i t y  swaps ,  d e b t - t o - d e v e 1opment swaps ,  the l e s s  
k n ow n debt-1 o - c c r  ■= e r v a t i on or d e b t - f u r -  n a t u r e  s w a p ,
d e b t - f o r - b o n d s  swaps ,  and the n o t o r i o u s l y  p op u l a r
, . . MC .  «mane c a<-h of  these  s h a l l  be c o n s i d e r e d:jp^ f — f Qp — US L»ct'z.'fc* £ -• W3.p • E. - J * - 1 v
in d e t a i l  b e l ow .
s t andard  swa p i s  the d e b t - t o - e q u i t y  sw a p .
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Th e
E s s e n t  i a l l y ,  i t  i n v o l v e s  a wou ld-be  i n v e s t o r  buy i ng
d i s c o u n t e d  P h i l  ippi .ne debt  pa pe r s  in the s e c o n d a r y  ma r ke t s  
and ha v i n9  them e n ca s  hed a t  f  ■:ce va 1 u e i n Toe a 1 cur  r e n c y .
T h i s  has been made o p e r a n t  n the c o u n t r y  under  the C e n t r a ;
B a n k C i r e t 1 1 a r 1111* And i t  has a l s o  bee n m a d e t o d o v e t a i 1 
iA, j t h the 9 ov e r rime n t ■=. p r i v a t i z a t i on p r c gr am , p ar  t i c u 1 ar  1 y of 
n on -p e r f  orrn i n g as  se t s .
The government  o b v i o u s l y  s ee s  t h i s  o p t i o n  as a 
c o n v e n i e n t  way of  r e d u c i n g  the debt  burden .  However ,  o n l y  a
smal l  f r a c t i o n  of  the debt  has been t r a d e d  in f o r  e q u i t y .
Mor eove r  , s e v e r a l  pr ob 1 errs ar  e apparen  t . Most  obj  ec t i onab 1 e
i s  of co u r s e  the f a c t  t h a t  the scheme s u b s i d i z e s  f o r e i g n
i n ve s tmen t s  and c o n t r i b u t e s  to the d e - n a t i o a n l  i r a t i o n  of  the 
pr cnomy. The scheme g i v e s  undue advan t age  to e n t i t i e s  w i th 
f o r e  iqn c u r r e n c y a va i 1 a b 1 e f o r  i n ve s t men t  in the coun t r y , to 
the d e t r i m e n t  of  co u r s e  of  the l o c a l  e n t r e p r e n e u r s .  Not 
o n l y  a r e  the i n v e s t o r s -' c o s t s  l e s s e n e d ,  t he y  a re  a l s o  
a f f o r d e d  w i n d f a l l s  on f u t u r e  p r o f i t s .  In a d d i t i o n ,  when the 
debt  pap e r s  are  1 i q u i d a t e d  w i t h  the C e n t r a l  Bank ,  t h e r e  i s  a 
b i o  t endency  to c r e a t e  i n f l a t i o n  s i n c e  most debt  p a pe r s  are 
owned by the government ,  h a v i n g  assumed most o f  the 
c o j n t r •- s f  ore  i 9  n d eb t .  A 1 •=. o , i t  a l l  ow s a r a t h e r c o n v en i ent  
though l e g a l  me ans by wh i ch Mar c os c r on i  e s can bu y bac k a t 
d i = c ou n t e d r a t e  s r or. -p e r f  arm i n g as se t s r e p os se s s ed  f r om them 
by the Qcvernment  in c o n n e c t i o n  w i t h  the f o r e i g n  l o an s  
a 1 1  ac hed to the se as se  t s . F i n a l l y ,  deb t - 1 o-e qu i t y  swaps may 
gene r a t e  an i n c r e a s e  in the immediate import  demand of  f i r m s  
wh i ch  may p a r t i . a l l y  o f f s e t  the debt  s e r v i c e  a c t u a l l y  s aved .  
T h i s i s p a r t i c u l a r ! y  t r u e  s i nee Cen t r  a 1 Bank C i r c u l a r  111 I
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g i v e s p r i or í t y f o de b t - 1 o - 9 q u ! t > s w a p s a> her e  the pe s c 
na>.-»ent -for the debt  p a p e r »  a re  to  be used f o r  the pur  cha
o f  c a p i t a i g o o d s , m u c h c f  w hi : h a re  i m p o r t ed
The o th e r  va i a n t s  w o l I d  be the d e b t - 1 c - d e v e 1 opmen t an d 
the d e b t - f o r -na t u r e swaps.  I n v o k i n g  e s s e n t i a l l y  the same 
p r i n c i p l e s  unde r 1 y i ng the deb t - 1o-equ i t y s w a p , the 
deb t - 1 o-de v e opme n t swap i r. v o ; v e s an e >•: t e r  nal  body bu y  i ng the 
debt  p a pe r s  and t u r n i n g  t h i s  o ve r  to  deve lopmen t  NGOs in the 
coun t r y . The same da nge r s  of  n e g a t i v e  e x t e r n a l  paymen t s  
a p p l y  u n l e s s  the e x t e r n a l  agency  p u r c h a s i n g  the debt  p a p e r s  
p r o v i d e  the ha rd  c u r r e n c i e s  f o r  a l 1 of  the import  c o n t e n t  of  
the programs to wh i ch  the moneys a r e  d i r e c t e d .  However ,  in 
c a s e s  where  t h e r e  i s  l i t t l e  or no import  c o n t e n t ,  and the 
c ount  r y was pr e v i o u s 1 y se r v i c i n g  the debt  paper  s bough t , 
t h e r e  can be s u b s t a n t i a l  f o r e i g n  exchange s a v i n g s  in both 
the l ong  and s h o r t  r un .
W h i 1e the more con ser  v a t  i ve gr cups  wou1d tend not  to  
dr aw the f i r e  l i n e  of  d i s t  i nc t i on be tween the se  two v a r  i an ts ­
ar d the debt  — t o —equi  t y swaps , t he se  swap s ma.y i ri f a c t  be
u se f  u 1 , p a r t i c u 1 a r 1 y i n the are n a of  bu i 1 d i n g the c ap ab ¡ 1 i t y 
of d e v e 1 opme n t TIG0s- ■ n t h e c ou n t r y . But  these  ma.>• be 
d i f f  i c u l  t to  s t r u c t u r e  - t hey  may be even be b l o c k e d  on 
t e c h n i c a ’ t i e  s - j. n d 1 i k e ’ ¡ h o o d o f  s u b s t a n t i a 1 1 y r educ  i n g 
the debt  burden through  the se  t y p e s  o f  swaps i s  s i  ¡m. Qu i te 
c t  v i o u s-1 y , the s e c t  o r t h a t i s m o s t e n t h u s i a s t i c a b out  t he se  
t yp e e of  swaps i s  the non —gove r nme nt  and pr i v a t e  vo l u  n t e e r 
s e c t o r .
S t i l l  a n o th e r  van a r t  of  debt  swaps wou ld  be the 
Mex i can  model f o r  d e b t - f o r - b o n d s  s w a p s . Aga i n  t h i s  t ype  of  
swap f o 1 1 cw =• the pr  i nc i p 1 e o f  i n v e s t o r  s p u r c h a s  ¡ ng the 
d i s c o u n t e d  debt  pap e r s  r s e c o n d a r y  m a r k e t s .  In r e t u r n  f o r  
t t e i r  i n v e s t m e n t s ,  the r e c e v e  the f u l l  v a l u e  of  the l oan  in 
the form of bonds i s s u ed  by the deb to r  gove rnmen t s  t h a t  a re  
backed b> some i n d u s t r i a ’ i z ed  c o u n t r y .  In the case  o f  the 
Mexican d e b t - f o r - b o n d s  swap,  the Mex i can  bonds were  supposed 
to have been backed  by US bonds .  For the scheme to  wo rk ,  
the t r a n s n a t i o n a l  banks  w i l l  have  to v o l u n t a r i l y  a c c e p t  the 
t e r m s of  the sw a p . H ow.t e v e r , the M e x i c an e x p e r i e n c e  h a s 
demons t r a t ed  t h a t  t h i s  has  not  been the c a s e ,  however  
a t t r a c t i v e  the o p t i o n s  may have  been .  W h i l e  the 
d e b t - f  o r -b on d s swa ps have  as y e t  t o be c on s i  d e r ed  f or t h e 
P h i 1 i p p i n e e , c t her  de bt  or c o u n t r i e s  s h o u I d  c o n s i d e r  the 
op t i o n  in q r e a t e r  d e t a i l  and p o s s i b l y  demand f o r  a l t e r n a t i v e  
s o 1u t ion a a 1 on g t h i s  l i n e .
A f i n a l  t ype of  debt  swap in the P h i 1 i ppi  ne con t e x t  
wou ld  be the d e b t - f o r - U S  b a se s  s w a p . The p r e s e n ce  of  the 
US base s i n !'he c c u n t r y and the r  a t h e r  conven en t t i m i ng of 
 ^h *■’ r ?q*  1 at * on s f o r  a ran awa of  the ba se s  agreement  has 
hr i 'j r ** \ 4 or t r a r a t h e r  j n t e r e  s t i n g  t yp e of  debt  swap .
" n i t  a l l y  raw sed by a p ro m inen t  bus i ne ssman c l o s e l y  
. dent  i f  i e d <j th t h e de p ase d d i c t a t or  , t h i s  t yp e o f  swap
3] iv.e =. a c t u a l l y  t r  ad i ng the c oun t r y  ' s f  ore  i gn debt  , or at  
1eas t a s i g n i x i c a n t  p o r t ion of  i t ,  f o r  the con t  i nued 
ope r a  t ion s c f  the US bases  f a c i 1 i t i e  s in the c o u n t r y . By
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des ign»  the US government  wou ld  take  cha rge  of  s e r v i c i n g  the 
debt  in 1 leu of  r e n t a l s  p a / a f e  to the government .
T h i s  pol i c y opt !  an i s  q u i te c o n t r o v e r s i a l  . T he 
c : r se r va t : v e , p r o-bas e s se c t or- s of  the c oun t r y have h a i l e d  
t h i s  p roposa 1 as i ngeni  o u s . H o w e ve r , c ons e r v a t  i v e s  who do 
n□ t ne ct s s a r  i 1 y supp or t r enew i n g the b a se s  agr  eernen t wou 1 d 
tend more to e x p l o r e  the o p t i o n  of  bank debt  r e s t r u c t u r i n g .
For  t h e i r  p a r t ,  the p o p u l a r  movement and the n a t i o n a l  i s t s  
o b j e c t  to the p ro p os i t i o n , c h a r g i n g  t h a t  nat  i ona 1 sovee  i gn t y 
i s  not  f o r  s a l e .  They  a rgue  f u r t h e r  t h a t  f o r  a T h i r d  W o r l d  
c o u n t r y  t ha t  has  p e r r e n i a l  t r a de  and e x t e r n a l  d e f i c i t s ,  t h i s  
may l e ad  to a permanent  economic  b l a c k m a i l  t h a t  w i l l  make 
the P h i l  i p p i n e s  more and more dependent  on the U n i t e d  S t  a t e s ­
ar d o t h e r  c o u n t r i e s  t h a t  s ha r e  i t s  w o r l d  i n t e r e s t s .
To t a l  r e p u d i a t ion of  f  ore  i on 1o a n s . The most d r a s t i c  
measure w i th r e s p e c t  to debt  r e 1e i e f  f  or the coun t r y wou1d 
of  co u r se  be the t o t a l  r e p u d i a t i o n  of  f o r e i g n  l o a n s .
However ,  the o p t i o n  to r e p u d i a t e  a l l  f o r e i g n  l o a n s  i s  
c a r r i e d  by o n l y  a sma l l  segment of  the p o p u l a t i o n .  More 
p a r t i  : j 1a r 1y , the pos i t i  on i s  sh a r e d  among the more r ad i  c a 1 
l a b o r  q r c ups  in the c o u n t r y .
The c ase a g a ¡ n s t  t ot  a 1 repu d i a t i on i s c omp1e t e 1y 
pr agma t i c .  Any r e p u d i a t ion by the debt  or c o u n t r i e s  wou1d 
p, p q i. i Q p 0 the c r e d i t  o r b a n k s a n d e v e n the F i r  =• t W r 1 
c o u n t r i e s  to  r e t a l i a t e .  Any c o o r d i n a t e d  e f f o r t  among the 
top d eb to r  c o u n t r i e s  wou ld  cause  the c o l l a p s e  of  the e n t i r e  
: n t e r n a t i o n a ’ f i nanc i  al  s y s t em .  H ow e ve r , the b i g L a t i  n
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¿i; Ti ^  r Cc r d £ t r - s >3re q u i t e f a r  f rom cr gan i z í ng a s er  i ous
deb to r  s car  te 1 , 1e t a l one p 1 anni  n g * oo n c a r t e d  re  pud i a t  i cn
of  t h e i r 1 o a n s . A s f a r  as the CT: i 1 i PP i n e s i s  conce  r n e d , i f
the count r y were  t c • e p u d i a t e  u n i 1 a t e r a l l y ,  i t  wou ld  have to
deal  w ; t h the pol i t i c a 1 , f i nanc i al  , 3.3 w e l l  as  o t h e r  forms
of  p r e s s u r e  t h a t  w i l l  most de f  i n i t e l y be e x e r t e d  by the
c r ed  i t  or b a n k s a n d c o u n t r i e s . Li  kewi s e , i t  i s  imp o r t  an t to
r e m e m b e r t ha t  many of  the b a n k = h a v e i n c r e a s e d  t h e i r
cap i t al  i z a t  i o n s , mak i ng an y u n i l a t e r al r e p u d i a t i o n  l e s  s o f a
t h r e a t  t o them in the t ime be i n g .
Se l  e c t i ve re pudi a t  ion of  onerou and f r a u d - t a i n t e d
1 pa. n s . I t  i s  a. known -fact t h a t  the bu l k  of  the c o u n t r y ' s  
f o r e i g n  debt  was t r a n s a c t e d  d u r i n g  the Ma rcos  regime to prop 
up a d i e t  a t  o r s h i p  t h a t  was n ot  o r ¡ ous f o r  i t s  w a s t e f u l  and 
c o r r u p t  p r a c t i c e s .  I n d e e d ,  many o f  the l o a ns  were was t ed  on 
u se I e s s  pr  o j e  c t s or pocke t e d by the c r on i e s t hrou gh 
ki c kb acks  an d 1 a v i s h p ay  o l a s  and h idden  we a 1 t h .
The l o a n s  a t t a c h e d  to the B a t aan  N u c l e a r  Power P l a n t  
e p ; t omi z e s the = p i r i  t b eh i n d  the p op u 1 a r  s e n t i m e n t f  or a 
se 1 ec t i ve r' epudi  a t  i on of  the c o u n t r y " s f  ore  i gn 1 oans . The 
Ba t aan  Nuc I ee.r Power PI  an t dea 1 was a b i 1 1 i on 1 oan 
des : gr.ed t o f i nance the c c n s t  ruc  t i on of  one o v e r p r  i ced 
nu c 1ear  p : - e~ p l a n t  a t  o p ar e a r t h q u a l e  f a u l t  and be si  d e an 
a c t i v e  v o 1c a n o . I t  a 1s o i n v o 1v e d a we 11-pu b 1 i c i z e d 
m u l t i m i l l i o n  d o l l a r  p a y o f f  by West  i nghouse to Ma rcos  c rony  
H e rm in i o  Desi  ni to s e c u r e  the b i d  f o r  the p r o j e c t .  D e s p i t e  
the p o p u l a r  .-esi s t a n c e  to the p r o j e c t ,  c o n s t r u c t i o n  began.  
The p l a n t ,  h o w e v e r , has  no t y e t  begun oper  a t i  o n s . And
n e i t h e r  .-.'ill i t  as the Aqu ino  go,; er nrren t has  taken on the 
pcs t on o-f mo thba l l  i r g  the p r o j e c t .  H ow e ve r , the c o u n t r y  
c o n t i n u e s  to pay upwards  o-f $300 ,0  00 d a i l y  on i n t e r e s t s  -for 
fhe or g i r a '  1o a n .
I t i s i n de e d a p i t y t h a t  Pr- e s i de n t Aqu ino  - fa i l ed  t o 
s e i z e  the oppor tun i  t y  open to her  government  i rrimed i a te 1 y 
-foil ow i r g  the Fe br  u ar  y  j  p r i s i n g in 1 986 t o deman d t ha t
i n v e s t i g a t i o n s  be made i n t o  the l o a ns  i n c u r r e d  b y  the
p r e i  ous governmen t and to f u r t h e r  demand debt  r educ  t i on 
based on the r e s u l t s  of  the i n v e s t i g a t i o n .  The Aqu ino  
q o v e r  nrri e n t * s p o p u 1 a r i t y w a s a t i t s p e a k , b o t h 
i n t e r n a t i on a 11y an d domes t i c a 11y , dur i  n g the f i r s t  f  ew 
fi;onths of  o f f i c e .  I t  wou 1 d not  have been d i f f i c u l t  to lobby
f or p op u 1ar  dome s t i c  and i n t e r na t ion a 1 su ppo r t  f o r  t h i s  
p o s i t i o n .  The non-payment  o f  these  l o an s  co u l d  a l s o  have 
been t i e d  to  the f r e e z i n g  of  the a s s e t s  of  Ma rcos  and h i s  
c r on i  e s . A de a 1 wi th the commerc i a 1 banks  might  have e ven 
f a c i 1 i t a t e d the r e c ove r y of  these  a s s e t s  in E u r ope and the 
Ur t ed  S t a t e s , espec  i a 1 1y i f  the banks  were o f f e r e d  a sha re  
of  the a s s e t s  as p a r t i a l  payment f o r  the de b t .
E v e n i f  t h e a b o v e sc he rr e h a d n o t v > o r k e d o u t ,  the 
u n c o v e r i r q o f m u h  i n f c r .ti a t i o n c o n c e r n i n g the p o s s i b 1 e 
c c 1 1 u s i c n an d su sp i c i ou -s deal  s be twee n t r an sn a t i on a 1 bank s 
and Ma rcos  c r o n i e s  sh ou ld  have g i v e n  the P h i l  i pp i n e  
neqot  i a t  ng tearn enough 1 e v e r  age to  wi n a L.-e t t e r  deal  f o r  
the c o u n t r y in terms of  re s c h e du 1 i n g the p r i n c i p u. 1 p a ym e n t s 
and requests- f or new money f  ac i 1 ¡ t i e s .
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Fhe -p t ; on t  c s e l e c t i v e !  y r  -? pud  i a t e  o n e r o u s  and  
t - a u d -  t a  i n t e d  1 can s  w o l 1 1 c h a v e  a n d  c a n  s t i l l  p r  ov  ¡ d e  t h e  
c o u n t r y  wi  th s u b s  t an t a l  d e b t  r e !  i e f  arid a f f o r d  t h e  c o u n t r y
w : r r Add ; - =■ 5o _• r c e s  t h a t  can he d i r e c t e d  t o ach i ev i r
e c o n o.ti . c gr- _ t h a n d de e 1 opmen t . Howe v e r , i mmed i a t e 1 y 
p u r su  ng t h I s  p o 1 i c y o p t  o n r e  q u i r e s  a s t  r o ng pol ¡ t i  c a 1 wi 1 1
o n the par  t o f  y o v e r n m e n t . No t o n 1y w i l l  the  q o v e r n m e n t
h a v e to  d e f  e n d t he p o s i t i o n t o the  c o u n t r  y s c r e d i t  o r s , i t  
w i l l  a 1so  h ave  t o g o t h r o u gh t he pr  o c e s s  o f  i den t i f y i n g 
w h i ch o f  th e  1 oa n s a r e  c l  a s s  i f  i a b 1e a s  o n e r  ous  a n d f  r  aud~ 
t a i n t e d .
F u l l  d i s c 1o s u r  e o f  a l l  1 o an t r  a n s a c  t i on s f  r  om the  
C e n t r a l  Bank  i s  r e q u i r e d .  And w h i l e  the  C e n t r a l  Bank
G o v e rn o r  h a s  i r p r o v i d e d  C o n g r e s s  w i t h  a f i v e  vo lum e
r e po r  t on a l l  t r  a n s a c t I  o n s , the d a t a  requ i re  f u r t h e r  
pr oce s s i n g  i n t o a f  orm t h a t  i s e a s  i 1y u n de r s t  an d a b 1e . There  
a re  f  e w s u mm a r y t a b 1 e s p r o v i d e d ; a n d the m a n n e r b y w h i c h 
the d a t a  can be of  some use in e s t a b l  i s h i n g  the n a tu r e  of  
the 1 can t r a n s a c t  i ons i s h a r d ! y  known to those  o u t s i d e  a 
v e r > sm a 11 c i r c l e  in gov e r nme n t . 1 e ar  1 y , mor e p u r p os i v e
e f  f o r t s b y i n t e r es  t ed a n tí con c e r n e d  p a r t  i es  bo t h wi t h i n  an d 
w i thou t qover  nmen t i 1 1 have to be d i r e c t e d  ¡ n t h i s  a r e a  .
Des p i te the s e em i n g 1y d i f f i c u l t  and comp1 i c a t e d  
dr o c e s s e s  i n v o 1v e d , the opt  i on t o se l  ec t i v e 1 y r epudi  a t e  
one r o u s  and f r au du 1ent  1 oa r s  i s qu i t e po p u 1 ar  . C e r t a  i n 
spc t o r s of  bus i n e s s  , the wor ker s , peas-an t s  , women, y o u t h ,  
s t u d e r 1 1-, o v e r s e a s c o n t r a c t tv o r k e r s , s u h s t a n t ¡ a 1 s e gm e n t s o f 
the academe and p r o f e s s  I o r a l  s ,  arid mu 1 t i s e c t o r a l  mass
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organ : z a t  i c  •= al 1 re err, to  be adMo ca t  . ng -for th i s par  t i cu 1 ar 
op t I  o n . I r  most : a s e •=■, the o a l l  i s t or s e l e c t i  ve 
r'hpue at i on al  ongs i  de the deniand -for r epaymen t s  o-f al  1 o t h e r  
o a n s o the b a s s o n t h e c ou r t r y s  c a p a. c i t y t o p a >• . Th i s 
r e l a t e s  c l  o s e ¡ y  wi th two o the r  po 1 i c y  opt  i o n s , the 1 a s t  two 
c t the v a r ¡ o u s p o 1 i c y o p t i o n s t h a t  -f igure in the d e b t d e b a t e 
in the c o u n t r  y .
M o r a. t o r i u m o n p a ym e n t s . The pel  i c y  o p t i o n  to 
temp o r a r i 1 y h a 1 t p a ym e n t s  m a y e i t h e r  be -f o r m a 1 1 y a n n ounced 
or t a c i t l y  imp l emented  by the d e b t o r  c o u n t r y .  In 1983, the 
c o u n t r y  f o r m a l l y  r e q u e s t e d  f o r  a mo ra to r i u m  on loan 
paymen t s , as  r e q u i r e d  by the ext reme  econom i c condi  t i ons 
p r e v a i l  i ng in the cou n t r y  a t t h a t  t i me.
G i ve n the wi d e 1y - h e l d  s e n t i m e n t  f o r  s e 1e c t i ve 
r e p u d i a t  i o n o f o n e r  o u s and f r aud—t a i n t e d  1 o a n s the 
mor a t o r  i urn op t i on has  been r-a i sed w i t h i n  the spec i f  i c 
c o n t e x t  of  the t ime r e q u i r e d  to e s t a b l  i sh  whc i h  l o a n s  a r e  to 
be r e p u d i a t e d .  Tn e c a l l  f  or  a mor a t or- i urn i s pe r c e  i v e d by 
i t •=• a d oc a t  e s a s a me ans  by wh i ch the c r  ed i t or  s can be 
: a l i e d  in to f a c i l i t a t e  the p r oce s s o f  e s t a  b 1 i s h i ng wh i ch 
’ - n c ,5. r. 9 r, -í 9. r t t o b e r e p u d i a t e d . At  t h e s am e t ime ,  i t  i s  
a } 9 good ooor tun i t y  to demand f o r  c o n ce s s i  on s such as the
j r, : + .9 1 j z t i c r o f “ t e r e s t p a yme n t s o r i mpos i n 9  debt
1 1 ! n q
L ; m i t i n o 0 a ym e n t s  o n t h e  b a. s  i s  o f  t h e  c o u n t r  y s
_ . ; 4- v + - 9  t  *■ e i n t p r p s  t p a ym e n t s f  o r  c omm e r e  i a 1 d e b t- J - • - /_—r . SiZ- * 1 — ‘
a n d t h e  p r  i n c i p a 1 p a ym e n t s o f  t h e  c o u n t r  y  s 1 o a n s  a s
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p r e s  e ~ t ' y  r  e s  c h e du 1 ed  p o s e e r y  c 1 e a. r  a n d ¡ mm e d ¡ a t e  t h r  e a t 
t ci e c o n c m i c r e  c o v e r  y  a n d g r  ow t h , I f ,  a s  t h e b a n k s s  a y  t h e r e  
a r e  . u s t  no  m ore  net f u n d s  f o r  l e n d i n g  t h e  T h i r d  W o r l d
coun :’h i 1 I pp : n% s n a y t o  r e d u c e  i t s
d e b t  b u r d e n  : y  p u t t i n g  a c a p  t o  t h e  d e b t  s e r v i c e  i t  w i l l  be 
p a y  i n g . Th i s  o p t  i o n i s  much m o re  f e a s i b l e  t h a n  w h a t  m o s t  
a n a l y s e s  w o u l d  c r e d i t  i t  t o  be.
I f  a t  a l l ,  a cap on e x p o r t s  payment s  on the b a s i s  of
the c oun t r y ' s cap a c i t y t o pa y  a s me asu r ed in a p e r c e n t  ag e of
t o t a l  e xp o r t  s wou1d s e r ve a t h r e e - f  o 1 d o b j e c t i v e . F i r s t  of  
a l l ,  i t  p r e s e  n t s a c 1 e a r  and s i m p 1e a 1t e r n a t i ve  t o  the 
c u r r e n t  g o v e r n men t pi o 1 i c y o f  p a y i n g as  much a s p o s s i b 1 e .
Sec on d 1 y , i t i n s i s t s t h a t p r i or i t y be g i v en t o e c on om i c 
growth and deve l opmen t  o ve r  debt  s e r v i c i n g .  And f i n a l l y ,  i t
f cm-ges an e f f i c i e n t  1 ¡ nk be tween the cap1 ac i t y  t ■_< i mp1 u r t and
e x p or t a n d ac cep t a b l e  debt  se r v i c e  l e v e l s .
For the P h i l  i p p i n e s ,  in o rd e r  to a v e r t  the o n s l a u g h t  o f
an o t h e r  1 i k e 1 y f o r e i  gn e x c h a n g e s i s , a r e du c t i  on in the
debt  payment  i s  r e q u i r e d  f o r  the p e r i o d  1987-92.  At  the 
v e r y e x: t r e m e , a c om p 1 e t e d e b t m o r a t o r i u m m a y be re  s o r t ed  t o ,
vr  i : e s  : i 1 1 a ■=. = .m . n q t ha t n e t t r an s f  e r s an d a 1 1 1 oan i n f 1 owi
w c u : d s t op and tne ne t  o u t f 1ow of  d i r e c t  i n ve s tm e n t s  w o u 1d
$ i b ; I Th i-L i t wou 1 c be a f  u r e  i qn e x c h a n q e
e j r p 1u s  o f  $ 3 . 1  b i l l  i o n . A m o r e p r a c t I c  a b 1e p o s  i t i o n  w o u 1 
hir ! ] i rr¡ i t  i n q p ayme n t s  t o 1C p e r c e n t  o f  me r  c h an d i se  e x p o r  t s  , 
i n w h i  ch  c a s e  n e t  t r a n s f e r  s  w o u 1d be r e d u c e d  f  rom $ 3 . 1  
b i l l  ' o r  to $2 b i * 1 i o n . An d  a s s u m i n g  t h a t  n e t  d i r e c t
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; ..,i i  t m e n t s  w o u I d  b e z e r  o , t h e r e  c a r  s t i l l  b e e x pee  te  d a n e t
s c r p  1 u s  o f  $-1 . 94 b i l l  i on .
7 he q a. i n s f o r  t h e  c o u n t  r y  a r e  ob v : o u s .  T h e s a  v i  ng s c a  n 
q e d e p 1 o y e d t o  f i . e a n  c e o t h e r  e q u a 1 1 y p r  e s s ¡ r¡ g d e v e 1 o p m e n t  
c o n c e r n s  in  t h e  c o  u n t  r y . T h ; s  w o u 1d i n e l u d e ,  amon g o t h e r  s , 
. a e r a r  i a.n r e f o r m ,  t h e  c r e a t i o n  o f  new j o b s  and t h e  d e l  ¡ v e r y  
o f b a s i c s o c i a. 1 s e r v i c e s .  I n p a r t ,  t h i s a c c o u n t s  f  o r the 
wide p o p u l a r i t y  o f  t h e  o p t i o n  to pursue  a 10 p e r c e n t  cap on
debt  r e p a y m e n t s . More  i mpor tan 11 y , as  men t i o red  e a r 1 i e r ,
e c onomi c q r owt h an d d e v e 1opm ent  in the c ou n t r  y i s g i v e n a 
new l e a s e  on 1 i f e ,  Of c o u r s e ,  the l o ng e r  term i m p l i c a t  i ons  
are  c l e a r :  t h e r e  w i l l  be a need to r e s t r u c  t u r e  the
c o u n t r y ' s debt  p o r t f o l i o  to  i n s u r e  t h a t  the debt  burdens  do 
not  ag a i n  become u n t e n a b l e  pa s t  the 1987-92 p e r i o d  f o r  wh i ch  
the 10 per  c en t  cap on payrnen t s  may beeome e f f e c t  i ve .
Fa i 1 i ng t h i s ,  the opt  i on wou1d aga i n s i mp1y mean p o s t p o n i ng 
debt  s e r v i c i n g  to  a f u t u r e  da t e  — in t h i s  c a s e ,  t o pos t  — 1992 
- so t h a t  any g a i n s  made o ve r  the s h o r t - r u n  w i 11 most 
c e r t a i n  qet  r e v e r s e d  w i t h  the sudden i n c r e a s e s  in the debt  
b u r d e n s .
ft t t h e  same t i m¡ 
o p t i o n ma y  no t f u l l  y
o the r  c os t s c f  the 10 p e r c e n t  c a p
r e f l e c t e d  in the e s t I m a ted  '£• 1 . 9 4 net
s u r p I u s  e xp e c t e d . F or in s t a nee ,  t he ba nk s ' r e f  us a 1 t o o p e n 
l e t t e r s  of  c r e d i t  may a f f e c t  the re  1 a t  i ve  ease  c f  
expor t — i m p o r t t r ad i n q . ft n d f o r e i g n  in v estmen t d e c l i n e s  m a y  
a f f e c t  c e r t  a i n ot  h e r a re  as of  the e c onomy. But  san c t i ons 
f r oiii ccmmer e i a 1 bank s need not  n ec e s s a r  i 1 y be s e r  i ous ,  as  
t he  c a s e  o f  P e r u  would seem to i n d i c a t e .  F o r e i g n  i n v e s t o r s
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av r i c e  ..'.II th the banks  but i t  wou ’ 
... r _ j. j-K s i the / wou 1 d i mmed i a te " >■- r - *.................
debt  c e i l  : n pi  *i v 1
e p n e •= u mp t j ou s t o 
es s i mp i y be c ause
i e e n
wou ld  be more s e r ; o u s  w o u . d be t h e  p o s s i  b 1e
H : u i =. 1 o n s t h a t s u c h a m o v e w o u 1 d c r  e a t e w i t h i n  the cou n t r y 
p 1 f ' por ¡ n s t anc e , b i g  bu s > n e ss  an d dome s t i c ban ks h av e 
a 1 w a :/ s b e e n d e a 1 i n g c 1 o s e 1 y w 1 th the mu l t  i n a t i o n a 1 b a n V s an d 
■fore i q n i n v e s t o r s . The s e s 0 c t o r  s h av e , t o  r o b v i o u s r e a s o n s , 
h,p p r( p pc. i t i n g an y r ad i c a 1 so 1 u t i on to  the deb t p r ob 1 em . 
Shou ld  i t  happen t h a t  the P h i l i p p i n e s  imposes a debt  
c e i l  i n q , a n >" m a 1 f  u n c t i o n i n g o f the e c o n1 om y s u c h a s t r a d e 
de f i e i t s and p r i ce i n f  1 a t i on wou 1 d i mme d i a t e 1 y be t r ac e d 
back to  the debt  p o l i c y .  The a l l i a n c e  of  b i g  b u s i n e s s ,  the 
rnu 1 t i n a t i on a 1 ban k s , mu 1 t i 1 a t e r a 1 age n c i e  s an d f  or  e i gn 
i n v e s t o r s  may have t remendous b e a r i n g  on the c o u n t r y .  I t  i s  
t h e r e f o r e  im p o r t a n t  to  und e r s co r e  the need f o r  a s t r o n g  
pol i t ¡ c a l  w i l l  f rom the government  to e f f e c t  what  to  o t h e r s  
m a y s e e m 1 i k e a r a d i c a 1 d e b t p o 1 i c y . I t  i s  i m p o r t a n t to  
ge n e r a t e  s t  r c n 3  pop u 1 ar sup p o r t  f  rom a 1 1  s e c t  or s  of  the 
coun t r  t o sus t a i n and f ¡ gh t t o r  the po ¡ i c y  .
h  v a : r. t o f th e  p o I i c y ? r  c p o sa  1 f  o r a 1 0 p e r  c 0 n t c ap
h a s bee n f o r f i x i n q t he debt  c e i 1 ¡ n g o ri r e t d e b =■ a r v i u e ,
f  o r r. 0 W c r  e d i t s  . I f  t h e c e i l i n g  
o r  n e t r e  s o u r c  e t r  a n s f  e r  s ,
an , n l c  r 1 .t h u s  p r o v i c n
1 s ex p r e  s s e d  a s  n e t d e b t  s e  r  v i ce o r 
t h e h i qh e r  amou n t s  i n wh i c h t he  n ew c r  0 d i t s wf  1 ow i n t o  t ft e 
c o un t r y , t h e  hi 9 he r wo u 1 d be t he d e b t  s e r  v i c i n g  f  o r  a n y 
per  i o d . A t  s ame t i m e  t h a t  t h i s  a c h i ev e s  t h e o b j e c t  i v e  of
in t h 9 co u n t r y , the p ro  p o s s i  a '  s o s eems I s  s s c o n t r o v 9 r s i s. 1 
and l e s s  c o n f r o n t a t i o n a l  as  w e l l .
I n deed ,  i t wou 1d se em th a t  much i s t o be qa i n e d f or the 
P o 1 i c y o p t ¡ on t o 1 i mi t payrne n t s , e spe c i a 1 I y  whe r e debt  or 
c o u n t r ¡ e s  wor k t o g e t h e r  , c oord i n a t e w i t h each o t her  and 
suppo r t  each o t h e r s -' i n i  t i a t i v e s .  A common a c t i o n  by a 
l a r ge  n u m b e r of debt  o r c oun t r  i e s m a y e v e n t u a 1 1 y  p u s hi the 
c omme r c i a 1 banks  and m u t i l a t e r a l  a g e n c i e s  t o g i ve 
conces s  i ons to the h i g h 1y i n de b t e d  c o u n t r i e s .  And the t r u t h  
of  the m a t t e r  i s  t he se  c o u n t r  i es  ha ve a s t r o ng 1e v e r age  
because  t hey  com pr i s e  a b i g  chunk of  net  c a p i t a l  e x p o r t s  to 
the F i r s t  W o r l d .
The FREEDOM FROM DEBT COALITION p r o p o s a l . The 
a n t i - d e b t  movement in the c o u n t r y  wh ich  i s  a c o a l i t i o n  of  
v ar  i ous s e c t o r  a 1 an d pe op 1e ' s or g a n i z a t i on s r e p r e s e n t i n g  a 
b road p o l i t i c a l  spec t r u m  has  adop ted  f o r  i t s  o f f i c i a l  
p o s i t i o n  a c o m nb in a t i on  of  v a r i o u s  p r o p o s a l s  c o n s i d e r e d  
above .  The F r redom From Debt Coal  i t i o n  i s  uni ted a round a 
pi a t f  orm of  t hr e e min i  mum demands : ( a ) de c 1ar  e a mora t or i urn
on f o r e i g n  debt  s e r  v i c e peyme n t s u n t i 1 a c c e p t a b l e  t e r  m s 
based on the c o u n t r y ’ s c a p a c i  t y  to pay a re  won in a new 
r e s c h e du i  ing agr  e erne n t ; ( b )  d i s engage  f rom f o r e i g n  l o ans  
t h at  d i d  n o t b e n e f i t  the p e o p i e ,  par  t i c u 1 a r i y t h os e t a i n t e d  
w i t h f r au d , a nd r e f  us e t o a s s ume p a r i v a t e bor r owi ng s .
I nv  e s t i g a t e t ho r o u q h 1y government  o f f i c i a l s ,  i n s t i t u t i o n s ,  
and o t h e r  e n t i t i e s  in v o 1 ved i r: i r r e g u l a r  1oa n t r a n s a c t i o n s
an d p r  ose cu t e  t h ose r e sp on s i t<' e j c l i m i t  f  or e i gn debt
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s e  r v  i  c  3 t  o  n  c  t  m o r e  t  h  a .  n  1 0  p  e  r  c e  n  t  o f  e  x p  o  r  t  e a r  
e  n  a  b  ¡  e  f . !  e  > _  o  l  n  t  r  > ■  t o  * f  t  r i  a  n  c  e  e  c  o  n  o m  ¡  c  r e c e  v  o  e  r  v  .
n  i  n  q  s  t  o
c u r t h e r  demando o f  the C o a1 i t ion i n c 1u d e : <a )
¡ppo ~ t i on to  the I r ' c -! JE’ cond i  t i one wh i ch hamper Fi  1 i p i no
i  n  d u  s  t  r  y  , a n a  a e n y  F i 1  p  i n o s  e c o n o m i c  w e  1  1 - b e  i  n g  t h r o g u h
w a g e r e s  t r  a i n t s  a n d c u r  r  e n c y  d e v a 1 u a t i o n s ; < b ) t h e
u t i l  i z a t i o n  o f  -funds s a v e d  -from d e b t  s e r v i c i n g  f o r  p r e s s i n g  
n e e d s  s u c h  a s  g e n u i n e  a g r a r i a n  r e f o r m ,  F i l  i p i n o - l e d  
i n d u s t r i a 1 i z a  t i o n , e d u c a t i  o n , h e a l t h  a n d  h o u s i n g ;  a nd  < c ) 
t he  d e v e 1op me nt  o f  e f f e c t i v e  o p t  i o n s  t o c o u n t e r  p o s s i  b 1e 
r e t a l  ¡ a t o r y  mo v e s  b y c r e d i  t o r s .
T h e  C o a l  i  t  i  o n s " ‘  s  p o s  i  t  i  o n  i  s  o b v  i  o u s l  y  i  n  f o r m e d  b y  a  
c o n c e r n  f o r  t h e  n e t  t r a n s f e r  o f  r e s o u r c e s  f r o m  t h e  c o u n t r y
a n  c i  t s  c u r t a i l i n g  e f f e c t s  o n  t h e  p r o c e s s  o f  n a t i o n a l
e  c  o n  o m  i  c  r e  c  o v  e  r  y  .  T h e  p  o s  i  t  i  o n  i s  a  r  e  . j  e  c  t  i  o n  o f  t h e  
g o v e r n m e n t ' s  p o l  i c y  t o  h o n o r  a l 1  f o r e i g n  d e b t s  i n c u r r e d  b y  
t h e  p  a s t  r e q i  m e ,  q  i v e n  t h e  c o n  s  i  d e r a t  i  o n  t h a t  m a n y  o f  t h e s e  
1 o a n s  w e r e  t  r  a n s a c  t  e  d  b y  M a r c  o s  a n d  h i  s  c  r o n  i  e  s  f  o r  t  h  e  i  r  
o w n  ber ¡ e-f i  t  .  On a  h  i  q h e r  p  1  a n e  ,  t h e  C o a l  i  t  i  o n  ' s  p o s  i  t  i  o n  
a 1 s o  I s  a  r e j e c t  i  o n  o f  t h e  v  i  o 1  a  t  i  o n  o f  t  h e  c o u n  t r y '  s  
s o v e r e  g n t y  b y  t h e  I M F - W B  c o n  d  i t  i  o n  a 1  i  t i e s  t  h a t  h e  a v i 1 y  
: m p r e s s  u p o n  t h e  d e b  i  i  t  a t  i n g  ¡ m p a c  t  f  o r  o r  d  i n a r y  c i t i z e n s  
o f  t h e  q o v e r n m e r .  t '  s  e c o n o m i  c  p r o g r a m .  W h a t  t h e  C o a l  i  t  i  o n  i  s  
a  d 1 -1 c  a T  i  n q  t  o w s r  d s  i  s  a .  d e  v  e  1  o p  . m e  r  t  —  o v  e r  —  d e  b  t  p o l  i c y  f o r  t h e  
c o u n  t r y  t h a t  w i l l  s p e l l  a  s t a b  1  e  a n d  m o r e  m e a n i  n g f u 1  
d e  v e 1  o p m e n  t  f  o r  t h e  c o u n  t r  y  o v e r  t h e  1  o n g  h a u  1  .
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De sp i t e  t he  r e ’ a. t i v e  y o u t h  o f  t h e  ar; t i —d e b t  m o v e me n t  i n 
t he  c o u n t r  y , t h e  C o a ' i t i o n h a s  w o n o v e r  t h e s  u p p o r  t o f  t he  
m a j  o r  m u l t i s e c t o r a l  m a s  s  o r  g a n i z a t i o n s , S  t r  o n g p o p u 1 a r  
s u : p o r  t f  o r  t he  Coa  • i t i cn y s  pr  o g r a m  h a s  b e e n  ga  i n ed  f  r  om t h e
b u s i  n e s s  an d pr  o f  e s  s i on a 1 s  e c t  o r , t h e  a c a  d e m e , t he s t  u d e n t  r y  
a  r¡ d t h e y o u t h , w o r  k e r  s  a n d  p e a  s  a n t s  , w om e n , o v e r  s  e a s 
c on t r a c  t w o r k e r s , t h e  c on sume r  s  m o v e men t  an d a s wee  p o f  
u n o r g a n i  z e d  F i 1 i p i n o s  who  h a v e  p h o n e d  i n , w r  i t t e n  a n d  made 
o t h e r  s i m i l a r  i nd  i c a t  i o n s  o f  t h e  i r  s u p p o r t . A l s o ,  t he  
Coa l  i t i o n '  s  p o s i  t i on h a s  won o v e r  some 1 i ke-mi  n d e d  me mb e rs  
o f  t he  Ph i 1 i pp i ne C o n g r e s s ,  who  h a v e  on t h e i r  i n i  t i a t  i v e , 
i n t  r o d u c  e d 1e g I s 1 a t i v e  p r  o p o s a I s  t h a t  a r  e a t t u n e d  t o t h e  
sp i r  i t o f  t h e  C o a l  i t i o n ' s  p o s  i t i o n • D r a w  i ng i n s p i  r a t i  on 
f r o m  t h e  s u p p o r t  i t  p r e s e n t l y  e n j o y s ,  t h e  C o a l  i t i o n  h a s  
r  e s o 1ve  d t o  c on du c t  a m a s s  i v e  n a t i onwi  de c amp a i gn t o a r  r  i v e 
a t  a n a t i  o n a l  c o n s e n s u s  on t h e  d e b t  p r o b l e m  a n d  a n a t i  o n a l  
r e s o l v e t o b e a r  t h e  p r i c e  d e m a n d e d  b y  a s e l f - r e l i a n t  
e c o n o m i c p o l i c y .
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D e f i r  I r q the E:. - i r onne t . R e q u i r e d  f o r  an 
A 1 f e r n  a t l u e D =-:■v e i o p m e n t 9 1 r a  ^e q y
The a b ove s t r a t e g i c s  c o n c e r n  i ng the  r e p a y m e n t  o f  
f  or e ¡ gn 1 c a n s  a r e  a t  os a t , or. 1 > pa l  1 : a t  i v e s  . - o re  ¡ gn d e b t s  
ar e bu t a r e f l e c t i o n  o f  a more =■ e r  : o us  i 1 1 n e s s  t h a t  a f f l i c t s  
the Ph ¡1 i pp i ne e c o n o m y . I t  i s  h a r d l y 1 i k e l y  t h a t  the  
P h i l  i p p i n e s  can f i n d  an e a s y  way  o u t  o f  the  d e b t  t r a p  
c o n s i d e r i n g  t h a t  f o r  two d e c a d e s  now bo t h  t r a d e  and b a l a n c e  
o f  p a y m e n t s  d e f i c i t s  h a v e  been g r ow i  ng and a c c u m u 1 a t  i n g .
T h i s  h e m o r r h a g i n g  o f  f o r e  i gn e x c h a n g e  h a s  f o r c e d  the  c o u n t r y  
t o i n c r e e a s i  n g 1y de p end on the  i n f  u s i o n  of  f  o r e  i gn 1o a n s ,
d i n y e s tmen t s t o k ee p the my al  i v e . T h e r e  i s  no
j u s t i f i c a t i o n  f o r  t h i s  t o  go on u n a b a t e d .  I t  i s  t h e r e f o r e  
h i g h  t ime  t h a t  the  b a s i c  s t r u c t u r a l  d e f e c t s  o f  the  c o u n t r y '  
economy u n d e r  1 y i ng the  c o nd  i t i o n s  o f  u n d e r d e  v e 1opment  and 
d e b t  d e p e n d e n c e  be c o n f  r on  t e d . F o i l o w  i ng w o u 1d be some o f  
t he mo r e  i mpo r t  a n t c on s  i d  e r a t  i on s .
I,-,! h a. k p p o d u c t i y e f  o r c e s . A c l  o s e r  i n s p e c t  i on o f  the  
Ph i 1 i pp i ne economy t o d a y  w i 1 1 r e v e a l  a s y s t e m  t h a t  i s now 
c omp 1 e t e 1 y de p en de r. t on f  o r  e i qn 1 oan s an d dom i na t e d by 
rr u 1 t i n  a t i on a 1 s an d i n e f f i c i e n t  1 oc a 1 mon op o 1 ¡ e s . Th e h i gh 
Hp p>=>f¡d p f j p q Qpe i q H i P f  I ows .r' e l  a t e s  d i r e c t l y  to  the  1 ow 
a 1 c e - a d de d c err: p o n e n t c f  n a t i c n a. I p r o d uc t i o n , a s c om p a r e d  t o 
the c o s t s  c f  the  i n p u t s  and c a p i t a l  go ods  the  c o u n t r y
¡ mp r1 s  . Th i s p e su 1 t c i r: p e r  e n n i a l  t .r' ade d e f  i c i t s  a s  ex po r  t 
e a p n i ri g s  a r e  no t  s u f f i c i e n t  t o c o y e r  the f u l  ¡ >_ o ■=> t ■=• o f  the
i mp o p t p  e q u i r emen t s .
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I Y w r  S e W a y l eal  i ng
e i  ¡ c i .t s a c cu mu  1 a t e  o v e r  t i m e .  A n o t h e r  w a y  
d i r  e i t  f  o r  e I qr> i n v e  s trne t s  s o  t ha  t , 
s u m a b 1y , t h e  c a p :  t a ' t h a t  c o m e s  i n  f r o m  a b r o a d  w i 1 1
T h u s ,  u n l e s s  the  s t r u c t u r e  o f  the  economy  i s  a l t e r e d  so 
t h a t t he  p r  o d u c t  i ve  f o r c e s  a r e  i n c r e a se  d , in p a r t  r e f l e c t e  d 
by i n c r e a s e s  i n the  v a l ue a d de d  component  o f  n a t  i ona l  
P r o d u c  t i on u i s - a - v  i s i mpor  t e d  i n p u t s ,  t he  cou n t r y ' s  d eb t  
d e p e n d e n t , un d e r d  e v e l o p e d  and  p e r e n n i a l - c r i s i s  s i  t u a t i  on 
cann c t  hope t o  be i itipr  ou ed .
Ren t -se  e k e r  s an d rri u 1 t i n  a t i on a 1 s t r  an o 1 eh o 1 d . The low 
1 e m el  o f  the  p r  odu c t i v e c ap ac  i t y de sp i t e the  c ou n t r  y '  s 
p i ] - pf.dowed n a t ur  a ’ and  !" urrran r  e s o ur  ce ba se  i s p r e c  i se 1 y 
the f a u I t  o f  t h o s e w h o comm an d owne r s  hi  p a nd a c c e s s t o  the
w ee l  t h a n d r e s o u r c e s o f  t he  c o u n t r  y .
I n  the  a g r ¡ c u l t u r a l ,  i n d u s t r i a l  and s e r v i c e  s e c t o r s , 
b i g l a  n d h o 1d i n gs  a nd b i g  f  i rms a r e  owne d b y  mono po 1 i s t s  w h \ o 
e x t r a c t  s u p e r - p r o f  i t s  e i t h e r  ¡ n the  f o rm  o f  1 and r e n t  , or 
m o n o p o l y  pr  i c i n g .  The ma i n b u 1k o f  t h e i r  i ncome i s
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the ; i q  rj - r- •—,fT; p f  pdu c t • v e i n du s t r  ¡ a. 1 a.c t i v i t y
b u t  t h r o u g h  k : c k b a c k s  an d o w n e r s h i p  o f  some f i x e d  a s s e t s -  o r  
t h r c j g h  t h e  n o n o p  o 1 y  p r i v ¡ l e g e  o v e r  an e c onom i c t e r  r  i t o r y  .
s k in . :  a t  n some m ay be c a l l e d  r e n  t . An d  th  i s  i s  w h e r e  
c r on >■' c a p i t a sm h a s t a. u g h t t h e  c o un t r  y  a n i m p o r  t a n t 1 e s s o n . 
T h r  o u g h o u t t h e  c c u n t r  y '  s  e n t i r e  p o s  t - w a r  e c o n om i c h i  s  t o r y , 
t he  s t a t e  b u r e a u c r a c y  h a s  b e e n  c o n t i n u a l l y  u s e d  t o  e x p a n d  
the  m o r i o p o 1 y ¡ n t e r  e s  t s  o f  me. n y  a  p ow e r f  u 1 per- s  o n a n d 
c o n g 1 om e r  a. t e . T h i s  p r  a c t i c e m a n i f e s t e d  i t s e l f  a t  i t  s m o s  t 
ex t r eme  u n d e r  t h e  M a r c o s  r e g i m e .
I n  t h i s  g a m e , p r o d uc  t i v i t y  a n d  e f  f  i c i en c y  - w h i  c h a r e  
mp o r  t an t c h a r  a t e r  i s  t i c s o f  a. c ap i t a l  i s t s o c  i e t y  - bee  ome 
i r  r  e 1e v a n t  a s  e f  f o r t  s  a r  e c h a n  n e 1e d i n t o  f o r g i n g  t h e  r  i gh t 
p o 1 i t  i c a 1 a n d  b u s i  n e s s  c on n e c t i  o n s . Th e r e s u l t  i s  a c h a o t  i c 
e c onom y w h e r e  e ve  n t h e  c ap i t a 1 i s  t r u l e  s  o f  a c c u m u l a t  i o n , 
c omp e t i t i on a n d  f r e e  mar  k e t s  a r e  g i v e n  on 1 y  s e c o n  d a r y 
¡ mp o r  t an c e , o r  e v e n i qn o r  e d . Re i n v e s  t.me n t f  o r  a c  c umu 1 a t i on 
l i k e w i s e  t a k e s  a. b a c k  s e a t  t o  l a v i s h  c o n s u m p t i o n  a nd  h i d d e n  
w e a 1 t h . T h e  m e n t a l  i t y  p r o d u c e d  b y  s u c h  a s y s t e r n  i s  a 
r  e n t i e r  m e n t a  1 i t  y  t h a t b 1 o c k s t h e r  o a d t o g e n u i n e 
a n ■: r  e p r e n e u r  s h - p , i n n  ov  a ' on , dyn  am i sm an d d e v  e 1 opme n t .
"i e w e ak p r o d u e t i  ve f  o r  c e  s o f  t h e  e c o n omy b r o u g h t  ab  o u t  
b >• t h e r e n  t - s e e  k e r  s  '  h o 1 d m a k e i t  g e n e r  a . 1 y e a s  i e r  t  o r  
m u l t i n a t i o n a l s  i n  t h e  d e v e l o p e d  c o u n t r i e s  t o  e x p l o i t  t he  
w e a k n e s s e s  a n d  i n e f f i c i e n c i e s  o f  t h e  c o u n t r y ' s  e c o n o m i c  
s  v s  tern in o r d e  r  t o  f u r  t h e r  t h e i r  own i n t e r e s t s .  W i t h i n th i s 
c o n t e x t ,  i t  i s  n o t  s u r p r i s i n g  t h a t  k e y  i n d u s t r i e s  s u c h  a s  
H r u o *  r,r ~i A - . r m a r e u t i c a l s .  t i r e s ,  a n d  p e t r o c h e m i c a l s  h a v e
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become  m o n o p o l y  t e r r i t o r i e s  o f  t h e s e  m u ; t i n a t ¡ o n a l s . A t  t he  
seme t i m e  t h a t  t h e y  e n j o y  '*he b e n e f i t s  a c c r u i n g  t o  t he m ,  t h e  
r  q y n t p , i s  ít; a d e i n c r  e a s  i n g 1 y v u 1 n e n a b l e  t o t h e i n t e  r  n a t i o n a 1 
1 e r- d i n c a q e n c  i e s  t h a t mak e u s e  o f  t h e  s i t u a t i o n o f  
i n d e b t e d n e s s  t o sha.c k • e t h e  c o un t r  y  t o t h e  i r  own po 1 i c y  
p p e •=.r  i p t i o n s  .
L o p s i d e d d i s  t r i bu t i o n o f  w e a 1t h . A c o r o l l a r y  t o  t he  
a bo v e c on s  i d e r a t  i on i s  t h e  f  a c  t t h a t t h e  r  e n t - s e  e k e r  s  •" 
d o mi n a t i  on h a s  r e s u l  t e d  i n  t he  1 op s i  d e d  i ncome a n d  w e a l t h  
d i s t r i b u t i on t h a t  r  e i n f o r  c e s  t he  s t  a g n a t  i on o f  t h e  e c o n o m y
0 v e r  t i m e .
A s o c i e t y  w h e r e  t h e  t o p I 0 p e r c e n  t owns mor e  t h a n  40 
p e r c e n t  o f  t hi e c o u n t r  y s  i n come an d we a 1 t h c a n n  o t be 
e x p e c  t e d  t o h a y  e a 1 a r g e  e n o u g h  m a r k e  t t o  s t i m u l a t e  
e f f i c i e n t  a n d  e f f e c t  i y e f o r w a r d  a n d  b a c k w a r d  l i n k a g e s  i n
1 n d u s t r i e s .  I t  come s  a s  n o s u r  p r  i s  e t h e r e f o r e  t h a t  t he
c o u n t r y x s  man u f a c t  u r  i n g s e c t  o r  i s  he ay  i 1 y  1 oa d e d  i n  f  a v o r  o f  
the f i n a l  a s  s  e m b 1 y o f  s  ome 1 u x u r  y p r o d  uc t s  be c a  u s e  e s s e n t i a l  
c o n s u m p t  i o n q o o d s , an d t h e  i n t e  r med  i a t e an d c a p i  t a 1 g o o d s  
s  e c t o r s  d o n c t  h a y e a s  t r o n q d ome s  t i c m a r k e t .
U nde r  s  _ o r i n  q t h e  n e e d  f  or  c h a  n q e . I f  t h e  a b o v e  
a n a l y s i s  i s  t o  be u s e d  a s  t he  b a s i s  f o r  an a l t e r n a t i v e  
d v e 1 o p m e r t s t r a t e q y q e a r e d t ow a r  c s n a t i on a 1 i s  t 
i n d u e t r  i a 1 i z a t i c r¡ ¡ t h e n i t  s  h o u I d  a 1 s  o be c 1 e a r  t h a t t he  
p r  □  r  p •=. ■=. p p q y | p 9 •=. q q j p q b e y  o n d a n t i -  d e b t r h e t o r i c .  T h e  
g r o u n d w o r k  t o  be I a i  d h a s  t o  be c o n d u e i  ye t o  a n d  a b l e  t o  
s j  s t a j n Ph i 1 i p p i n e e c on om i c de y e 1 opme n t . h e i n t e r n a l
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« .  t  r  u  r  t  j  r  e  s  w  i  t h i n  t h e  e  c  o  n  o m  y w i  1  i  h  a .  v  e  t  c  b  e  c  h  a  n  g  e  d  .
P  r  i  n  c  i  p  a  1  1  y  ,  t h e  r e n t -  s  e  e  k  e  r  s  h  o  I d  o n  t h e  e  c  o  n  o m  y  u ;  i l l  h  a  v  e
t n  b e  b r o k e n .  A t  t h e  s a m e  t i m e ,  t h e  s t r u c t u r e s  o - f  t h e  
i  n ú  •• y  • '  • =  e  x  t  e  r  n  a  1  r  e  1  a  t  i  o n  s h  i  p s  w  i l l  h  a v e  t o  b e  m o d i f i e d  t o
i  n s u r e  t h a t  a n y  a n d  a  1  1  s u c h  i n t e r n a  1  r e f e r m s  a r e  n o t
e f f e c t  i  v  e 1 y  u n d e r m i n e d .
Towards  D e f ¡ n * nu an Al t e rn  a t  i ye 
Heye 1 opinen t S t r a t e q y
The re  a r e  no i l l u s i o n s  t ha t  any  r e d u c t i o n s  in the debt  
•=.pp i.i ¡ i-e bu rdens  of  the c o u n t r y  wi 1 1 automat  i ca. 1 1 y sol  ye al  1 
the c ount  r y ' s e con omi c p r o b 1ems. But  an y downward 
a d j u s t m e n t s  in the p r e s e n t  debt  s e r v i c e  burdens  w i l l  p r o v i d e  
an o p p o r t u n i t y  to pu rsue  an a l t e r n a t i v e  deve l opment  s t r a t e g y  
t ha t  may i n i t i a t e  the p r o c e s s e s  l e a d i n g  to genu ine  economic  
growth and deve l opment  f ounded  on an a p p r e c i a t i o n  of  the 
p a r t i c u l a r  s t r u c t u r a l  c h a r a c t e r i s t i c s  of  the c o u n t r y ' s  
e c on omy.
The c a l l  f o r  an a l t e r n a t i v e  deve l opment  s t r a t e g y  i s  
ancho red  on the a p p r e c i a t i o n  t ha t  p r e v i o us s t r- a t e y ¡ u s h a v e 
f a i l e d  to a d d r e s s  the s t r u c t u r a l  r o o t s  of  the c o u n t r y ' s  
u n d e r d e v e 1opment and t h a t  the c u r r e n t  one does  not  seem to 
be b e t t e r  i n f ormed  e i t h e r .  In the ma in ,  an a l t e r n a t i v e  
deve l opment  s t r a t e g y  must  work a t  b u i l d i n g  the dom es t i c  base  
and i n f r a s t r u c u t r e  of  the c o u n t r y  s economy to i n s u r e  t h a t  
the env i r on me n t  r e q u i r e d  f o r  the e f f e c t i v e  im p l e m e n ta t i o n  of  
a s t r  ong de v e 1opme n t p l an  i s  in p l a c e .  B e l o w , t h e r  e f o r e , 
i s a gene r a  1 program f or  n a t  i ona 1 i s t i ndus  t r  i al  i z a t  i o n .
An ac t i y i t st  , p ro  — peoo le  g o v e r n m e n t■ Fundamenta l  to 
an y aI  t e r n a 1 i ve de v e 1opme n t s t r a t e  gy i s  the need f o r  an 
a c t i v i s t ,  p ro -p eo p l e  government .  Any and a l l  such p r o p o s a l s  
w i I  1 be r e duc ed  to nought  i f  the s t a t e  b u r e a c r a c y  
i mp1 eme n t i n g the prop o s a I s  i s  c o n t r o l l e d  by r e n t - s e e k e r s .
I t  i s  t h e r e f o r e  i m p e r a t i v e  t ha t  a system: be d e v i s e d  whe reby  
o f f i c i a l s  in the e x e c u t i v e ,  l e g i s l a t i v e  and j u d i c i a l
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b r  a n  c  h  0 s a d s  : - ¡  u  a  t  e  1  y  r  a  [ ¡  r  a  s e  n  t  1  h  h  v  a . ■ ;  o u  s  s e  c  t  o r  s  o f  
P h i  1 ¡ p  p  i  n  e  s o c i  e  t  y . O n  c  a  t h i s  i  s a c  h i  a  v a  d ,  a  t  h or ou g h - g o i  n  g  
an, p  . h .  i  g  r  ¡  a  g  a  i  n  s  t  g r a f t  a  r  1 d  o r  r  u  p t  I  o n  m  u  s  t  b a  w a  g a d .
7 h  r  o  u  g  h  o u t  t  h  a  c  o  u  n  1 1 ■ y  ' '  ■ -  i  1 ¡  s  t  > . > r  y ,  t  h  a  s  t  a  t  a  b  u  r  a  a  u  c  r  a  c  y  h  a  s  
b e a n  u s e d  b y  b i g  f o r e i g n  a n d  l o t a ’  p o l ¡ t i c a ’  a n d  b u s i n e s s  
i n t e r e s t s  t o  d e v e l o p  p a t r o n a g e  a n d  e x p a n d  t h e i r  p o w e r  a n d  
i  n  f  1  u  a  n  c  e  ,  a  s  a m  p l y  ¡  1  1 u  s  t  r  a  t  a  o '  t i  y  t  h  a  c  r  o  n  y  a  n  d  b  a  h  a  s  t  
l o a n s  t r a n a c t e d  u n d e r  t h e  M a r c o s  r e g i m e .
W  ¡ t h i n  t  r i  i  s  a r  a n a ,  t h e r e  i s  a  1  s o  p l a c e  f o r  t h e  f u l l  
p a r  t  i  c  i  p a t  i  o n  o f  p « e o p  l a ’ s  o r g a n  i  z a t  i  o n s  a n d  t n e  p o p u  1  a r  
m o v e m e n t .  I n d e e d ,  t h e  i n v o l v e m e n t  o f  p e o p l e ' s  o r g a n i z a t i o n s  
i  s  a  n  i n d i s p e n s a b l e  e l e m e n t  i  r  1 o v a  r  c  o m  i  n  g  t h e
s o c  i  o — p o l  i  t  i  c a l  a n d  e c o n o m i  c  o b s t a c l e s  t o  g e n u  i  n e
d e  v e l o p m e  n  t .  N o t  o n l y  c a n  t h e  y  p r o v ¡ d e  s i g n  i  f  i  c  a n  t  i n p u t s  
f o r  a n d  a c t i v e l y  p a r t i c i p a t e  i n  g o v e r n m e n t  p r o g r a m s ;  t h e y  
c a n  a l s o  s e r v e  a s  a n  e f f e c t i v e  m e c h a n i s m  f o r  c h e c k s  a n d  
b a l a n c e s  t o  g o v e r n m e n t  a s  t h e y  s t r i v e  t o  f o r w a r d  t h e  p o p u l a r  
m o v  e r n e  n t ' s  a g e n d a  f  o r  d e  v  e 1 o p m e n  t .
A p r  a r  i  a n  r e f  o r m  a n  d  o t h e r  r  e  d  i  s  t  r  i  b u  t  i  v  e  p  r  o q r -  a m s  .  I  t  
w o u  I d  s e  e m  t h a t  t  h  e  s  i  n  q  1  e  b  i  g g e  s  t  o b s  t a c l e  t o  n a t i  o n  a  1  i  s  t  
i  n  d u  s  t  r i a l  i  z  a  t  i  o n  w o u  1  d  b e  t h e  1.  o n  s  t  r  a  i n t .  d e f i n e d  b y  t h e  
1  I m i  t e d  s i z e  o f  t h e  d o m e s t i c  m a r k e t .  T o  c r e a t e  a  d y n a m i c  
d  o m  e  s  t  i  c  :  n  a  r  k  e  t  ,  i t  b e e  o m  e  s  n  e  c  e  s  s  a  r  y  t  o  r e d i s t r i b u t e  i n  c  o r t i  e  
a n d  w e a l t h  p r i  n c i  p a l  1 y  t h r o u g h  a  g e n u  i  n e  a g r a r  i  a n  r e f o r m  
p r o g r a m ,  p r o g r e  s s i  v  e  t a x a  t  i  o n  s c h e r n e s ,  i n c r e a s e d  s o c i  a 1  
s e r v i c e s  d e l  i  v e r y  a n d  a  1 a b o r  p o l  i  c y  t h a t  w i l l  n o t  p e r m i t  a
d e t  e r  i o r  a t  i  o n  o f  r e a l  w a g e s  a s  1 a b o r  p r  o d u c  t i  v  i  t y  i n c r e a s e s .
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lAi j th r e sp e c t to the i s sue  of  a g r s r  i an r e f o r m ,  the 
f u n d a m e n t a l  r e q u i r e m e n t  wou ld  be a 1 and—t o —the — t i 11er  
program , • nvo 1 v i ng a. c e i l  ¡ ng ¡ n hec t a r a y e ownersh ¡ p , the
¡ mined ¡ a t e  reo ‘ i s t r  i bu t i on of  c r o n y  , i d l e  and a.bandoned l a n d s  , 
and the p r o v i s i o n  of  b a s i c  supp o r t  s e r v i c e s  to the program 
b e n e f i c i a r i e s .  In the im p l em en ta t i o n  of  the a g r a r i a n  r e f o r m  
program,  the c h a l l e n g e  i s  to e x p l o r e  v a r i o u s  wavs  by wh i ch  
ac c e ss  t o 1 an ds i s assu  r ed  the c oun t r y ' s  agr  i c u 1 t u r  a 1 
w o r k e r s . F or  e xamp 1e , in de v e 1 ope d l a r g e  1 an dh o 1d I n g s  wh e r e  
t he r e  a re  a r  gu a b 1y g r e a t e r  economi e s of  s c a l e ,  the 
c o n v e r s i o n  to s t a t e - o w n e d  or even peasan t-owned c o o p e r a t i v e s  
sh ou ld  be e x p l o r e d  and the mec han i c s  f o r  the t r a n s i t i o n  to 
•=. y c h a s y s t e m can be s u b j e c t e d  to c l o s e r  a n a 1 y s i s .  T h e 
P ro g r  am sh ou 1 d a l s o  e f f e c t  a rrior e r a t i o n a l  d i s t r  i bu t i on w i t h 
r e s p e c t  to  the p r o d u c t i o n  of  both cash and s u b s i s t e n c e  
c r o p s . More a c t i v e  s t a t e  i n t e r v e n t i o n  may be r e q u i r e d  in 
b r e a k i n g  up the p r e v a l e n t  monopoly t r a d i n g  in the 
p rocur ement  of  i n p u t s  and in the m a r k e t i n g  of  a g r i c u l t u r a l  
p roduce .  A c t i v e  s t a t e  suppo r t  f o r  c r e d i t  and i nput  
s u b s i d i e s  to s m a l 1 p e a s a n t s  sh ou ld  be g i v e n  p r i o r i t y ,  most 
? spec i a 11y : r Mie e a r l y  s t a g e s  of  the p ro g r a m .
Many s t u d i e s  p o i n t  to the f a c t  t h a t  a g r a r i a n  r e f o r m  
w ¡11 e v e n t u a 11y l e a d  t o i n c r e ase d 1 an d c u 1t i va  t i  on s i n c e  
1 and sp e c u 1 a t ¡ on and i d l e  1 ands w i l l  be m i n i m iz e d .
M ore o v e r , the r i s e  of  i mp r ove d d i s t r i bu t i on and p r o d u c t i v i t y  
in the c o u n t r y s i d e  w i l l  spur the deve lopment  of  a dynamic  
r u r a l  ma rket  t h a t  w i l l  s e r v e  as the base of  r u r a l  
i n d u s t r i al  i z a t  ion and the f o r g i  ng of  a s t r o n g  i n t e r l  i nkage
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b e  t w e e n  a g r  ¡  c u  1  t u r e  a n d  i  n  d u s t  r  y .  U J  i  t  h  t  h  • s ,  a  m o r  e  s t a b l e  
;  r ,  ¡ ,  p t r n e  n  t  s  e  n  v  i  r  o u r n e  r ¡  t  t  l i t -  o u  g b  o u  t  t h e  c  o u  n  t  r  y  i  s  e r e  a  t  e  d  .
n n  t h e  i  s  s u e  o  f  p r o g r e s s  ¡  v e  t a x - s . t  i o n  ,  t h e  p r  e s e n  t  
d e p e n d e n c e  o n  r  e g r  e s s  i  v e  s a l e s  t  a x e s  o n  e s e e n t  i  a  1  
c o n s u m p t i  o n  s h o u 1 d  b e  e n d e d .  A  m o r e  v í  g o r o u s  ¡ m p 1 e m e n  t a t  i  o n  
o - f  d i r e c t  t  a x  e  s  o n  i  n  c  o r n e  s  a n  d  w e  a  1  t  h  s h  o u  1  d  b e  e f f e c t e d .
T a x  p o l  i c i e s  m u s t  n o t  p e n a l  ¡ z e  t h e  o r d i n a r y  c o n s u m e r  j  
i n s t e a d ,  i  t  s h o u l d  b e  g r a d u a t e d  o n  t h e  b a s i s  o f  w e a l  t h  ,  a n d  
¡ n  o  r  e  s  o  w  i  t  h  r e  s  p  e  c  t  t  o  1  a  r  g  e  r e  a  1  e s t a t e s ,  c  o  n  d  o m  i  n  i  u  m  s  ,
¡ n h e r i  t a n e e s  a n d  l u x u r y  g o o d s  c o n s u m p t i o n ,  f o r  t h e s e  d o  n o t  
s e r v e  a n y  s i  o n ¡ f ¡ c a n  t  e c o n o m i  c  a n d  p r o d u c t  i  y e  f u n e t  i o n .
A  l a r g e  p a r t  o f  t h e  t a x e s  g e n e r a t e d  f r o m  w e a l t h  a n d  
i n c o m e  i n  t h e  a m o u n t s  s a v e d  f r o m  d e b t  s e r v i c i n g  s h o u l d  be 
c h a n n e l e d  t o  s o c i  a l  s e r v  i  c e s  d e l  i  v e r y  t o  t h e  1 o w - i n c o m e  
g r o u p s .  N o t  o n l y  i s  t h e  p r o v i s i o n  o f  b a s i c  s e r v i c e s  a  
f u n d a m e n  t a  1  g o v e r  n m e n  t  r e s p o n s i  b ¡ 1  ¡  t y  b u t  a l s o  a n d  e q u a 1  1 y 
i m p o r t a n t  i s  t h e  c o n s i d e r a t i o n  t h a t  a n y  i n c r e a s e s  i n  t h e  
¡ n  c o m  e s  o f  t h e  p  o o  r e  s t  g r o  u p  e- i n  t h a  c o u n  t r y  m  a y  be 
n u  1  1  i  f  i  e  d  b y  t h e i r -  n e e d  t  o  s p e n d  f  o r  t h e  s e  b a s  ¡  c  s e  r  v  i  c e s .
H e  a .  1  t h  ,  e  d u  c  a  t  i  o n  a .  r i d  a  c  1  e a n  e n v  i  r o n  m e n  t  a .  r e  p > u b l  i  ■ _  g o o d s -  
a n d  t h u s  b e n e f i t  s o c i e t y  i n  g e n e r a l ,  I t  i s  t h e r e f o r e  
i  m p e r a t  i  v  e  t h a t  t h e  s e  a r e  a s  s h o u 1 d  e  v e  n  t  u a 1  1 y  b e  t  a k  e n  o u t  
o f  t h e  p  r i  v a  t  e  s e  c t o r  a  n d  p 1  a c e  d  i  n t o  g  o v a  r  n m e  n  t  c  o n  t  r  o 1  .
O n  t h e  m a t t e r  o f  l a b o r  p o l  i c i e s ,  t h e  r e p r e s s i v e  l a b o r  
p r a c t i c e s  d e s i g n e d  t o  t a m e  t h e  w o r k i n g  c l a s s  a n d  k e e p  t h e  
w a g e  s h a r e  1  o w  m u s t  b e  r e  v e : * ■  s e d  .  R e a l  u s a g e s  h a v e  b e e n  
c  o n s i  s  t  e n 1 1 y  f  a 1 1  1 n g  s i n c e  1 9 7 0 .  I n c  o n s  t  r  a s  t  t  o  d e m a n d s
4b
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■•tain s e  c t o r o n 11 an d d i o o r
¡j f f  j c i e n t p owe r  t o c ornba. i. t h § s  t r  on 9 mon opo 1 i 0 •=• t h a  t
d • :»rri i n a t e th e  c o u n t r  > • s  e c c  n om I n p a r t  i c u 1 a r  , 1 a b o r  m u s t
be a 1 I l"aii • d t o r e c o v e r a 1 wage t o a t l e a s  t me t c h ¡ t s
p r o d u c t  i v Ai; t i - I abor ’ aws and d e c r e e s  shou l d be
r e p e a 1 m d a n d r  e p; ■ a c e q w i t n t a. i r  P r  a. c 1. ; c e 1 1 1 a t q u a. r a n t e e the
w o r k e r  s  ' r  i g h  t  t o  o r  q a n  1 2 e  ,  c  o  s t r  1 k &  }  t u  d e c e n t  w a g e s  ,  a . n d
to h e a l t h y  and s a f e  w o r k i n g  c o n d i t i o n s .  A s i d e  -from the
r e d i s t r i b u t i v e  e f ■f e e t  o f t h e s  e o n t h e d of ri e s  t s c m a r k e t ,  a
T o t n i s  d i s c u s s i o n o n a 9  r a r i a n r e f  o r ri 1 an d o t h e r 
re d i s t  r  i bu t i v  e p r o g r a m s , an add i t iona 1 , t h ough p* r haps 
c on t r ov e r s i a 1 p o i n t may be r a i s e d .  G i v en  t hi e -full impact  of  
the c o n c e n t r a t i o n o f  ow n e r s h i p a n d a c c e s s to re  s o u c e s b y 
r e n t i e r s ,  a p rop osa l  we 1 1  wo r th  l o o k i n g  i n t o  wou ld  be a 
r e v i s ion in t h e c o n c e p t o f  p r i v a t e p r  o p e r t  y a n d p r o p e r t y  
r i g h t s .  A l t  h o u 9  h t h e p r o p o s a 1 m a y  n o t tie i mm e d i a t e 1 y 
i n¡p 1 Minen ted due to the p e r c e ;  ved des tab i 1 i z i ng e f f e c t s  i t 
may cause  o v e r  t h e  s h o r t - r u n ,  p l a n s  can and s h o u l d  be made 
f o r  1 ong - 1  er m c h a n g e . P r  i v a t e  p r o p e  r  t y , p ar  t i c u 1 a r 1 y 1 a r  ge 
1 a n dti o 1 d i r g s  , r e a ’ e s  1 •-<. t e , b i g p i  an t s  , bu i 1 d i n g s  an d t h e  
1 ¡ k e c an be ii e l d  i r¡ " l e ase  l! o r  c u s  t c*d i a 1 " s t a t u  s  . Ev e n the 
C a t h r d  i c  C h u r c h  i n  t he  c o u n t r y  has  come out open l y  f o r  the 
" cu s  tod 1 a 1" i n t e r p r e t a t i on of  owne r  s h i p .  T h e  coun t r y ' s  
e x p e r  i e n c C's w* i t h -• e n u e s 1 r a t i on d e m o n s t r a t e s  t h a t  i l l - g o t t e n  
w e a. 1 t h a n d  i 1 1 — u s  e d r e s  o u r  c e s  c a. n b e e x pi r  o p r  i a t e d b y t h e
3. t i s f  i e d an d h e a. 1 t h y  wo 1 '• k f  o r  c e w i l l  e n su re  t h a t
j.: r o d uct  i v i t y a. n d o u t p u t i s  e n h a n c e d
t a t e . Bu t  the same e x  per- i ence unf  o r t u n * 1 e 1 y  has  a 1 so 
hinwed t ha t  ' h e s e  s e q u e s t r a  t ¡ on s can a 1 so be r e n t - •-e e k i ng 
a c t i v i t i e s  -for the new b u r e a u c r a t s  and power--, t h a t  a r e .
The 1 e v e ¡ s o f  w a s t a g e a n u c o r r  u p t i o n u n d e r  t h e M a r c o s r  e q i m e 
poses  e c o n s t a n  t c h a  1 1 e n ge t o  r e c a s t  popu 1 a r  th i nk i ng abou t 
the a bs o  l u t e  r i g h t  t o  p r  op e r  t y . T h i s  b e a r  s s i g n i f i c a n t !  y 
ij p q pi the  p e o p 1 e * s a c c e s s  to  the c o u n t r  y y s o then  n a t u r  a 1 
e n dowmen t s w h ¡ ch i n c 1ude among o t h e r s ,  m i n e r a l  , f o r e  s  t s , and  
aqu a t i c r  e s o u r c e s .
A s t r  o n q  d  e v e 1 o p m e n t p l a n . G i v e n  the  r e n  t - s e e k e r s ' '  
h o l d  o v e r  the economy  a s  wel  1 as  i t s  monopol  y — dom i n a t e d  
s t r u c  t u r  e , i t h a s  become f a i r ! y c ommon t o  o v e r r e a c  t t o  the  
Mar  c os r e g i me ' s o v e r  b 1 oa. t e d arid c o r  r  up t b u r e a c r  a c y  . The 
p o p u l a r  s e n t i m e n t  h a s  v e e r e d  in -favor o f  h a v i n g  the s t a t e  
w i t h d r a w  f r o m most  e c o n o m i c  a c t i v i t i e s  and  a l l o w  the  m a r k e t  
to  d e c i d e  the  a l l o c a t i o n  o f  r e s o u r c e s .  H o w e v e r ,  t h i s  may be 
a t r a g i c  m i s t a k e .
Ev e r y de v e 1 o p i ng c o un t r y  t h a t  had an y sem b1 anc  e o f  
e co n om ic  s u c c e s s  had  a c o m p r e h e n s i v e  l o n g  r " o  and s h o r t —run  
e c o n om i c p 1 a n . T h i s  i s p r e c  i s e 1 y i m p o r- t an  t in d e t e r  m i n i n g 
‘ hi* d i r e c t i o n  o f  i n v e s t m e n t s  t h a t  s h o u l d  be u n d e r t a k e n  s i n c e  
m a r k e t s  c a n n o t  a d e q u a t e l y  p r e d i c t  f u t u r e  p r i c e s  and 
h a r :; i n y s .  T h u s  a c o m p r e h e n s i  ve and de t a i  1 eo' pi  an f o r  the  
v a r i ous  s e c t  o r s  o f  the  e c o  n omy s ho u I d  be dr  aw n up.  T hi  s 
p 1 a n s n o u 1 d s t r  i v e t ow a r- d s e n h anc i n g the  v a l u e - a d d e d  sn d 
p r o c e s s i n g  o f  the  c o u n t r y ' s  e x p o r t s  and the  d e v e l o p m e n t  o f  
i n t e r m e d i a t e  and c a p ; t a l  goods i n d u s t r i e s  o v e r  the l o n g - r u n .
^0
T h i s  ¡5  o f  c o u r s e  c r u c i a l  t o  the  s u s t a  i nab i 1 i t y  o-f the  
i oun t r >■y s e c o r  cxny g ¡ v en the o ue r  a r c  h ¡ n g enu i ronmen t o f  
p t  pr  n a 1 d e b t  r e c o n s t r  uc t i on . Wh3.t e u e r  the ex t e rne . !  d eb t  
r 3. t e g>- adop t e d  i s ,  t h e r e  i s the  a s  sump t ¡ on t h a t  the  
c ou ri t r  y h a s  a s t r  on g e x p o r t s ba se  br  i n g i ng in the  f  o r  e i gn 
e x ch an ge  n e e d e d  for -  p a y m e n t s .  The s p e c i f i c  c o n t e n t  o f  the  
c ou nt  r y ' s e x p o r t  se c t o r  s h o u 1d be ! o oke d  i n t o  in gr  e a t e r  
d e t a i l  by  g o v e r n e m n t  a s  the low v a l u e  added  o f  many o f  the  
c o u n t r y ' s  e x p o r t s  make them v u l n e r a b l e  t o  the  d r a s t i c  p r i c e  
f l u c t u a t i o n s  in the  i n t e r n a t i o n a l  m a r k e t s .  A l s o ,  p r e s e n t  
e x p o r t s  a r e  d e penden  t on agro-m i n e r a l  p r o d u c  t s  and on 
man u f  ac t u r  e d pr  o d u c t s ,  t he  i n p u t s  f  o r wh i c h a r  e ma i n 1y  
i m p o r t e d .  A g a i n ,  t h i s  r e f l e c t s  the  s t r u c t u r e  o f  the  economy  
t h a t  i s  h i g h l y  d e p e n d e n t  on the  i m p o r t a t i o n  o f  i n t e r m e d i a t e  
and c a p i t a l  g o o d s .
A s t r o n g  d e v e l o p m e n t  p l a n  t h a t  de l  i n e a t e s  publ  ic  
p a r t i c i a t  ion in the  e conomy ,  d e f i n e s  l o n g - t e r m  t a r g e t s ,  s e t s  
p r  i o r  i t i e s , d i r e c t s  r e  sou r c e a 11oc a t i o n , and p r o v i  de s the  
ap p r o p r  i a t e i n c e n t i v e  s an d / o r  san c t i ons  i s  wha t  i s  r e q u i r e d .  
The s t r e n g t h  o f  s t a t e  p l a n n i n g  in J a p a n ,  S o u t h  K o r e a  and 
some ASEAN  c o u n t r i e s e x p 1 a i n p a r t  i a 11y t h e i r  r e l a t i v e  
s u c c e s s e s  in the t r a n s i t i o n to  h i g h  v a l u e —added  
p}:po r  t —ur  i e n t e d  and s e l f - r e l  i an t e c o n o m i e s .  As  i n d i c a t e d  
e a r 1 ¡e¡ • , the  s t a t e r s  r o l e  in e c onom¡ c de v e 1opmen t ¡ s  an 
a c t i  ve o n e \ the  s t a t e  shou 1 d not  j u s t  be a p a s s i v e  mar  ke t 
a r b i t e r  .
An t i -iT io n o p o l y  dr  i ve . I n  a l  1 s e c t o r s  o f  the  eco nomy ,  
t h e r e  must  be a d r i v e  a g a i n s t  m o n o p o l ¡ e s  f o r  t h i s  i s  w h e r e
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the  r e n t  s e e k e r s  and m u l t i n a t i o n a l  h o l d  on the  econom y i s  
|T) ^  q j .f £ -g, t q d - M o ¡ i o p o 1 i e s t h a t a r  e n o t " r i a 1; u r  a 1 m o n o p o 1 i e s " 
s h o u l d  be d i s m a n t l e d  and the  f r e e  e n t r y  o f  f i r m s  t o  t h e s e  
i n du s t r i e s sh ou 1 d be a 1 1 owe d . For- " n a t u r  a 1 " mon op o 1 i e s , t he  
s t a t e  s h o u 1d e i t h e r  c 1 ose  1 y r e g u 1 a t e  t h e s e  s e c t o r s  and make 
s u r e  the  f i r m  h as  a b r o a d  ba se  o f  o w n e r s h i p  o r  n a t i o n a l  i ze  
them i f  the  e x p e r t i s e  i s  ay a i T a b l e .
A r  e 1 a t  e d con ce  r  n w o u I d  be con t r  o 11 in g and r e g u l a t i n g  
the o p e r a t i o n s  o f  m u l t ¡ n a t i o n a l s  in the  c o u n t r y .  G i v e n  a 
d e t a i l e d  and c o m p r e h e n s i v e  e c o n om i c  p l a n ,  p l a n n e r s  s h o u l d  
del  i n e a t e  a r e a s  o f  the  economy w he r e  m u l t i n a t i o n a l s  can 
s t i l l  p a r t i c i p a t e  in the  c o u n t r y ' s  e c o n o m y . G e n e r a l l y ,  
t r a n s n a t i o n a l s  may be a l l o w e d  to  o p e r a t e  when t h e y  can 
p r o v i d e  a c c e s s  t o  f o r e i g n  m a r k e t s  w h i c h  w o u l d  o t h e r w i s e  
r e m a i n  i n a c c e s s i b l e  t o  the  c o u n t r y ,  w h e r e  t h e y  can p r o v i d e  
the s c a r c e  c a p i t a l  in a r e a s  no t  v e n t u r e d  i n t o  by d o m e s t i c  
i n v e s t o r s ,  and w h e r e  t h e r e  i s  some t e c h n o l o g y  the  c o u n t r y  
1a c k s  bu t  may w i s h  t o  a c c e s s .  E ve n  t hen  , mu 1 t i n a t  i o n a l s  
t h a t  a r e  p e r m i t t e d  s h o u l d  be r e g u l a t e d  b e c u a s e  t h e y  u s u a l l y  
t e nd  to  come in wi th m o n o p o l y  p o w e r .
P r o m o t i o n  o f  s c i e n c e  and t e c h n o l o g y . Any  s u c c e s s f u l  
s e 1f  —r e 1 i an t gr  ow1h s h o u 1d de v e 1 op r  e se a r c  h an d de v e 1opme n t 
a t t u n e d  to  the 1 o n q —run  e co nomi c  p i a n s  o f  the  g o v e r n m e n t  .
The mod i f  i c a  t ion and  i rnpr overnent  o f  the  i mpor t e d  
t e c h  n o 1 oq i e s to  s u i t  ou r pi a r  t i c u 1 a r  n e e d s  and c on d i t i on s , a s  
we 11 a s  p r o d u c t  and t e c h n o l o g i c a l  i n n o v a t i o n s  and c h a n g e s  
t h a t  a r e  c o n s i s t e n t  wi th the  ove r a l  1 e c o n o m i c  p¡ 1 an s h o u l d  be 
i m p l e m e n t e d .  A d i f f e r e n t  s e t  o f  l a w s  r e g u l a t i n g  p a t e n t s
52
t h a t  i s more c o n d u c i v e  to  the c o u n t r y ' s  n e e d s  s h o u l d  be 
drawn up.  The  s t a t e  s h o u l d  a p p r o p r i a t e  more of  i t s  
e x p e n d i t u r e s  to  the  d e v e l o p m e n t  o f  the  c o u n t r y ' s  s c i e n c e  an d  
t e c h n o l o g y ,  and  u p g r a d e  the  d o m e s t i c  c a p a b i 1 ¡ t y  f o r  r e s e a r c h  
and d e v e 1o p m e n t . A f t e r  a l l ,  an e c o n o m i c  pi  an may on 1y be a s  
good a.s the t e c h n o 1 o gy an d l e v e l  o f  s c i e n t i f i c  k n ow 1 edge 
t h a t  s u p p o r t s  i t .
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S i t u a t i n g  the  P h i l i p p i n e  Deb t Camp a i on 
in the  In  t e r  n a t i on a 1 Se 11 in  q
The P h i l i p p i n e  d e b t  p r o b l e m  i s  o n l y  a p p r o p r i a t e l y  
c o n s i d e r e d  wi t h i n  the  c o n t e x t  o-f the d e b t  p r o b l e m  o f  the  
de v e 1 op i n g wior I d .  A s  th e  coun t r y  e x e r t s  e f  f  o r  t s  t o  dr  aw 
a t t e n t i o n  to  the  p a r t i c u l a r i t i e s  o f  i t s  d e b t  p r o b l e m  and 
l o b b i e s  f o r  an a c c e p t a b l e  d e b t  r e c o n s t r u c t i o n  p a c k a g e  t h a t  
i s  c o n s i s t e n t  w i t h  e c on omi c gr  owt h , bo th  i n s p i r  a t i on  an d
s u p p o r t  can  be d raw n  f r o m s e c t o r s  o f  the  i n t e r n a t i o n a l  
c ommun i t y  s y m p a t h e t i c  t o  c o u n t r y ' s  p r o p o s a l s .  I n  t h i s  
e n d e a v o r ,  e x t e r n a l  s u p p o r t  can come m a i n l y  in the  f o rm  o f  
a d v i s e ,  p r o m o t i o n s  and publ  i c i t y  f o r  the  ma in  themes  and 
i s s u e s  o f  the  p r o b l e m ,  and the  p r o v i s i o n  o f  d a t a  and o t h e r  
s u p p o r t s  r e q u e s t e d  by  the  c o u n t r y  w i t h i n  an a u t h e n t i c a l l y  
P h i l i p p i n e  c o n t e x t  so a s  n o t  to  u n d e r m i n e  the  c o u n t r y ' s  
s o v e r e i g n  r i g h t  t o  d e t e r m i n e  the c o u r s e  and d i r e c t i o n s  o f  
i t s own f u t u r e  d e v e l o p m e n t .
W i t h i n  a b ro a d e r  c o n t e x t ,  v o l u n t a r y  o r g a n i z a t i o n s  and 
i n s t i t u t i o n s  c once r ne d  wi th and i n v o l v e d  in P h i l i p p i n e  
deve l opm en t ,  the e c o n on ¡i c deve l opment  of  the So u th ,  huma n 
r i g h t s  c o n c e r n s  and tne g l oba l  debt  c r i s i s  a re  e n j o i n e d  to 
f am i 1 i ar  i z e t h e m s e l v e s  w i t h  the P h i l i p p i n e  f or e i gn debt  
s i t u a t i o n  and i d e n t i f y  how t h i s  r e l a t e s  w i t h  t h e i r  own 
c o n c e r n s . Ul he re  v e r p o s s i b l e ,  the c o u n t r y wou ld  a p p r e c i a t e  
o p p o r t u n i t i e s  to c o n t i n u a l l y  promote and p u b l i c i z e  i t s  debt  
s i t u a t i o n .  The c o o r d i n a t i o n  of a l l  such e x t e r n a l  su pp o r t  
and a s s i s t a n c e  to f or e i gn -base d F i l i p i n o  n a t i  on a 1 s wior k i n g
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i f.j-,e de b t  p r o b l e m  w i l l  a l s o  go a l o n g  way  in the  p u r s u i t  
 ^ 3 mo re  l a s t i n g  and  p e r m a n e n t  s o l u t i o n  to  the p r o b l e m .
P r e s e n t l y ,  t he  F r e e d  om F r  orri D e b t C o a 1 i t i o n h a s a 1 r e a d y
be e n dr  aw i ng t r  eme n d o us  i nsp i r  a t  i on f r o m  a l l  the  i n i t i a t  i v e  s
to w a rd s  c o m p r e h e n s  i ve d e b t  r e c o n s t r u c  t i  on f o r  d e v e 1 opi  ng 
c ou n t r i e s a t t he  i n t e r n a t i o n a l  - f ront .  As  the Coa 1 i t i on 
c o n t i n u e s  w i t h  i t s  e f f o r t s  t o  f o r g e  a n a t i o n a l  d eb t  p o l i c y  
and a s t r a t e g y  f o r  i t s  i m p l e m e n t a t i o n ,  i t  p l e d g e s  i t s  
e f f o r t s  to w a rd s  th e  common s e a r c h  f o r  humane and p r a c t i c a b l e  
o p t i o n s  to  the  d e b t  p r o b l e m  and i t s  s o l i d a r i t y  w i t h  a l l
p e o p l e s  w o r k i n g  t o w a r d s  the  p r o c e s s  o f  g e n u i n e
dem ocra t i z a t  i on in the  T h i r d  W o r 1d .
May 1988
Total Debt and Per Capita Debt of the Philippines
Table 1
Total Population
Year millions) (millions) Per Filipino
1965 599.50 31.99 18.79
1970 2297.00 36.70 62.59
1975 4939.00 42.10 117.32
a
1976 6768.00 43.30 156.30
a
1977 8069.00 44.50 181.33
a
1978 10694.00 45.70 234.00
a
1979 13352.00 46.90 284.69
1980 17252.00 48.10 358.67
b
1981 20893.00 49.25 424.22
b
1982 24677.00 50.43 489.33
b
1983 24816.00 51.65 480.46
b
1984 25418.00 52.89 480.58
b
1985 26252.00 54.16 484.71
b
1986 28256.00 55.46 509.48




Assuming 2.4% annual population growth rate.
Sources: Central Bank of the Philippines
Philippine Statistical Yearbook, 1987
T a b l e  2
Debt Service in the Eighties
Debt Se rvi ce  
(in b i 1 1 i on S )
Phi 1i ppi ne 
Merchandise 
Export s 
(B i 1 1i on S )
Debt Service 
as % of 
Merchandise Exports
1 98 1 







3 . 050 
2.725 
2 . 886 
2.921 
3 . 000 
3 . 128
5 .722 
5 . 021 
5 . 005 
5 . 391 
4 . 629 









Figures oertain to January to November 1987 onlv
Source: Central Bank of the Philippines
Ta b l e  3
GNP at Constant 1972 Prices and Per Capita Values
Growth Rate
GNP Growth Rate GNP per of GNP
(in million nesos) of GNP Capita Per Capita
1 981 96041 3. 60 1 939 1 . 15
1982 97539 1 . 56 1 921 -0. 93
1 983 9861 9 1.10 1895 -1 . 35
1984 91644 -7 . 07 1718 -9. 34
1 985 87766 -4 . 23 1605 -6 . 58
1986 891 1 5 1 . 54 1591 -0 . 87
1 987 9 3617 5 . 05 1632 2. 58
Source: National Economic Development Authority
Table 4
Current Account and Balance of Payment 
Positions in the Eighties
(in million of dollars)
Merchan- 
d i se 
Exports
Merchan- 
d i se 
Imports
Merchan- 











1980 5788 7727 -1939 -399 -1904 -381
1981 5722 7946 -2224 -309 -2061 -560
1982 5021 7667 -2646 -1040 -3200 -1621
1983 5005 7487 -2482 -740 -2750 -2068
1984 5391 6070 -679 -823 -1116 258
1985 4629 5111 -482 0 -103 2301
1986 4842 5044 -202 757 996 1242
1987 5720 6337 -1017 -76 -539 264
a
Current Account is Merchandise Trade + Non-Merchandise Trade 
+ Net Transfers.
Source: National Economic Development Authority
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T a b l e  5a
NATIONAL GOVERNMENT EX P E ND I T UR E  PROGRAM 
n/ SECTOR.  OB L I GATI ON B A S I S .  >977 to  1986 
( I n  mi 1 i i on  o e s n s .  a t  c o ns t an t .  ! 9 ? 2  Drices I
RTIOUl ARS 1977 147 8 1979 1980 1981 1982 1983 1984 1985 1986
i r v i c e s 4022 5 237 5 292 5074 5937 4938 4087 2389 2744 2618
i re fib9 1284 589 800 1025 1131 920 590 597 640
. t r a d e ,  l abo r  
our i sm 312 448 396 456 873 662 49b 238 234 177
5 and 
s t r u c t u r e 2841 3528 4306 3819 4040 3145 2671 156! 1912 1801
v i c e s 2153 2495 2658 2728 3395 3245 3134 2245 2273 3195
n 1382 1871 1604 1684 1836 1865 1631 1361 1516 1574
44 1 449 501 486 548 821 847 401 414 530
e c u r i t v  and w e l f a r e 207 2^5 231 252 603 360 369 241 234 891
and comrauni tv  
oDmer.t 81 131 322- 326 408 399 487 242 110 200
2297 2118 1963 1738 1723 1730 1699 1102 1202 1161
i b l i c  S e r v i c e 1826 2151 2295 2277 294] 2890 2788 1916 2079 2226
i c e  Fund 92.3 948 1137 1252 1232 1423 2199 2606 2768 4051
endi  t u r e s 11222 1 2970 1 3344 1 3069 1 5229 14228 13907 1 0258 11066 13252
b i i i d p ine S t a t i s t i c a l  y e a r b o o k  1987
Table 5b 
PERCENTAGE SHARE 
NATIONAL GOVERNMENT EXPENDITURE PROGRAM 
BV SECTOR, OBLIGATION BASIS,  1977 to 1986
p a r t i c u l a r s 1 477 1978 1979
i ioi ic S e r v i c e s 35 .84 AO, 54 39.65
( f r i m i t u r e 7 ,75 9 ,90 A. A!
ladusrrv. t r a d e ,  l a b o r
and t o u r i s m 2.78 3.45 2.97
ijti! i t i p c and
i n f r a s t r u c t u r e 25,31 27 .18 32.27
rial s e r v i c e s 19 .18 19.24 19.92
Mirat ion 12.31 12.88 12 .02
Health 4 , 3 0 3. A6 3 .76
Social s e c u r i t y  and w e l f a r e 1.85 1.89 1.73
fiousin? and c ommu n i t y
development 0 .72 1.01 2.41
lefense 20 .46 16.33 14.71
Mnera 1 P u b l i c  S e r v i c e 16.27 16 .58 17 .20
iftit Ser v i ce  Fund 8 .24 7.31 8 .52
’«tal Emend i t u r e s 100. 00 100. 00 100. 00
I960 1981 1962 1963 1984 1985 1986
38 .83 38. 99 34.71 29. 39 23 .29 24. 79 19.76
6.12 6.73 7.95 6.62 5.75 5 .40 4 .83
3.49 5.73 4 ,65 3.57 2.32 2.11 1.34
29. 22 26.53 22.11 19.21 15.22 17.28 13.59
20 .87 22. 30 22.81 22 .53 21. 88 20. 54 24.11
12.73 12.06 1 3 . 1 ! 11.72 13.27 13.70 11 .88
3.72 3.60 4 .37 4,65 3.91 3. 74 4 .00
1.93 3.96 2. 53 2.65 2.34 2.11 6 .72
2.50 2.68 2.81 3.50 2.36 1.00 1.51
13.30 11.31 12.16 12.22 10.74 10.86 8.76
17.42 19.32 20 .32 20. 04 18.67 18.79 16. 80
9.58 8.09 10.00 15.81 25.41 25.02 30 .57
100.00 100.00 100.00 100.00 100.00 100.00 100.00
Ta b i e  5c 
PERCENT GROWTH RATE 
RATIONAL GOVERNMENT EXPENDITURE PROGRAM 
BV SECTOR, OBLIGATION BASIS.  1977 m 198p
p a r t i c u l a r s 1977 1978 1979 1480 1481 1982 1983 1984 1985 1986
( P i l e  Serv ices 30 .73 0.65 - A . 10 17.00 -1 6 .83 -17 .22 -4]  .55 14.83 -4 . 57
Airicu1 ture 0 7 . 7 0 -54 . 15 15.84 28.16 10.33 -18,64 -35.87 1.21 7.21
Industry, tra d e , labo r 
ano tourism 43 .67 -1 1 . 4 7 15,03 91 .36 -24 .18 -25 .03 -51 .99 - 1 .73 -24 . 19
Itiiit ie s  and 
in fra s truc tu re 24.11 22 .15 -11 ,33 5.78 -2 2 .13 -15.07 -41.56 22.50 - 5 . 8 4
litial Services 15.91 6 .53 A . 62 24.47 -4 .42 -3.43 -28.37 1.27 40 .56
iliaca t ion 20. 91 - 3 . 9 7 3.71 10.36 1.56 -12 .56 -16.54 11.39 3.87
Health - 7 . 0 3 11.70 - 3 .10 12.91 13.26 4.16 -38.00 3.12 28.01
Social s e c u r i t y  and w e l f a r e 18 .37 -6 . 0 4 9.28 139.40 -40.31 2.55 -34.85 -2.91 281.49
loosine and c ommu n i t y  
development. 60 .85 146.63 1.32 24.91 -2 .06 2 2 . 0 1 -50.26 -54 .54 81 .74
offense - 7 . 7 5 - 7 . 3 6 -1 1 .43 -0. 90 0.45 -1 .82 -35.14 9.08 -3.41
Riera! P u b l i c  S e r v i c e 17. 78 6,70 -0 .79 29.20 -1 .74 -3 .56 -31.28 8,52 7. 09
Mt. Serv ice  Fund 2 ,53 19.90 10.11 -1. 56 15.42 54.62 18.50 6 . 2 0 46.36
total Er oe ndi t u r e s 15 .58 2 .88 -2 .06 16.53 - 6 .58 -2 .24 -26.24 7.87 19.76
T a b ] e 6
CASHFLOWS, OFFICIAL AND COMMERCIAL CREDITORS







Ri 1 atera 1 2 i
Multilateral  ^' g
B. Commercial Banks 7 g
C. Suppliers’ Credit and Others 1 . 0




A . O f f i c i a l  4.2 5.3
B i 1 a t era1 1.8 1.0
Multilateral 2.4 4.3
B. Commercial Banks 0 0.7
III. Short-term Capital 0 1.7
TOTAL 4.2 20.4
NET CASH OUTFLOWS = -$16.2B
a
Includes monetarv and nonmonetary amortization.
b
Includes IMF p u r c h a s e s  and identified new money. 
Source: National Economic Dev elopment Aut hority
Ta b le  7
FOREIGN EXCHANGE INFLOWS AND OUTFLOWS 
1987 - 1992 
. ( 1 n S b i l l i o n )
of wh i c h : ESF
Inflows Outflows
E x p o r t s / I m p o r t s  . ^  ,





- O f f i c i a l  3 * g
- Commercial Banks ■ j q
- Suppliers’ Credits
and Others i. q
Transfers 3 . 1  0
of which: Grants 0.7
a
MLT Loan A v a i 1ments/Amortization 4.2 6.0
Official 4.2 5.3
Commercial 0 0.7
Direct Investment 1.4 0.4
b
Short-Term Capital and Others 2.‘4 3.8
TOTAL * 77.6 85.3
GAP = $ 7 . 7B
a
Includes monetarv and nonmonetary amortization.
b
Includes monetization of gold and reserve build-up.
Source: National Economic Development Authority
6 5
Table 8
FOREIGN EXGHANGE INFLOWS AND OUTFLOWS 
ASSUMING NON-PAYMENT OF DEBT 
1987 -1992
Inflows Outflows
50 . 5Exports/Imoorts 41.6
Non-Merchandise Trade 24.9 11.9
Transfers 0
MET Loan A v a i 1ments/Amortjzation 0 0
Direct Investment 0 1.0
Short-term Capital and Others 0 0
TOTAL 66.5 63.4
SURPLUS = $3.10 B
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Tabl e  9
FOREIGN EXCHANGE INFLOWS AND OUTFLOWS ASSUMING 
MERCHANDISE EXPORT CEILING ON DEBT PAYMENT




o f whi c h :
Interest Payments
Transfers 2.0
MET Loan A v a i 1ments/Amortization 0
Direct Investment .5











SURPLUS = $1.94 B
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